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Planning for Peace 


Some people contend that to devote any time to post-war planning 

y now means a let-up in our present war efforts. We have a hard war 

to win and nothing, they say, should divert our attention from win- 

ning it. Others maintain a victory on the field of battle could easily be 

lost through a post-war failure. This group contends post-war planning 
is necessary now as a parallel program to our war effort. 


It would seem men and women could and should give thought to 
the post-war program even while the war is in progress. In recent 
weeks an increasingly large number of government agencies, private 
businesses and citizens have been doing so without neglect to the war 
effort. It can be safely assumed that every individual in the armed ser- 
vices, including those engaged on the field of battle, are planning and 
thinking of the days of peace. No one would contend that because they 
plan and think of what they will do after the war, that they are neglect- 
ing their part in the fight. On the contrary, because they wish these 
plans to materialize as quickly as possible, they are undoubtedly giving 
the very best of their efforts to insure an early victory. 


The post-war situation in this country will depend much upon the 
way in which we convert from a war to a peace-time basis. General. 
world conditions are such that our post-war period need not be too 
difficult. Whether it will be, depends entirely upon how we effect the 
conversion. 


Since the termination of war contracts is the keystone of any con- 
version program and since the methods and the principles utilized to 
terminate war contracts will largely determine our post-war future, next 
to the actual winning of the war this subject is the most important one 
confronting the American people. Business asks no special favors when 
it comes time for the termination of war contracts but if it is to play its 
part in the post-war period it must be ready and capable of making a 
quick conversion. 


It is to the interest of the nation that every government procurement 
agency, every business organization and, in fact, every citizen do every- 
thing in their power to procure a constructive policy for equitable and 
speedy liquidation of war contracts upon their termination. The imme- 
diate future of the country in the post-war period will depend upon it. 

aera 
Henry H. Heimann 
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As our armed forces smash against the 
Fortress of Europe, the least we can do is 
to give them our fullest measure of support 
by providing funds to pay for the planes, 


Pati eMe LL eM Ol tca meet 


Remember, this is the Invasion you and 
PIMC eee kG MIC tea ails 
and asking for. But Invasion requires a 
lot of money. And now in this month of 
September our Government is faced with 
the colossal task of borrowing 15 billion 
dollars in the 3rd War Loan. As individuals 
all of us must invest to the limit — all we 


can spare will not be enough. 


As to its own participation, The Home 


Insurance Company is glad to say that — 


“All new gross premiums collected 
by The Home for the balance of 1943 


are being invested in War Bonds— 


OVER and ABOVE its normal gov- 


ernment bond purchases.” 


«THE HOME ~ 
Oe Oe, Company 


NEW YORK 


FIRE b AUTOMOBILE bd MARINE INSURANCE 
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In his very enlightening article in the April issue 
of CREDIT AND FINANCIAL MANAGEMENT, Dundas 
Mu Peacock, Controller of The Elliott Company of 
Jeannette, Pa., emphasized “the need for prepara- 
tion, before the end of the war, for prompt and equi- 
table settlement of terminated war contracts.” He 
pointed out further that “definition be made of accept- 
able methods of determination that would be acceptable 
to the Government and would return to the contractor 
his real investment in the contract. This task which 
will have to be done some day, should be done in ad- 
vance, so as to avoid delays in converting to peacetime 
production. The advance definition of such acceptable 
methods will accord war contractors the opportunity to 
study the methods prescribed before the problem be- 
comes acute and if necessary to make changes in their 
accounting systems in order to comply therewith.” 
Late in August the War Department issued Purchase 
Regulation No. 15, which it is hoped, will in general 
provide most of the “advance definitions” urged by 
Mr. Peacock in his article in this magazine. Reports 
from Washington indicate that the other War Procure- 
ment Agencies are at work on regulations to accom- 
plish the same general purposes. 


Purpose of New Regulation 


IN announcing that the Purchase Regulation No. 15 
had been issued the War Department said: 

“To assure fair, equitable and prompt settlement of 
contracts terminated because of shifting military re- 
quirements, the War Department today issued Pro- 
curement Regulation No. 15 giving full instructions 
as to the method to be followed when contracts are can- 
celled. 


“The regulation furnishes to Government contract- 
ing officers and to contractors directions as to the basis 
upon which a prompt determination and payment of 
the amounts due to contractors will be made whenever 
war contract terminations are necessary. For the as- 
sistance of contractors and Government audit person- 
nel, an accounting manual will also be issued within a 
few days. This will govern the preparation of cost in- 
formation for use in negotiating termination settle- 
ments. 

“Although Procurement Regulation No. 15 has been 
prepared primarily for the immediate assistance of Gov- 
ernment personnel, its publication at this time should 
serve also to reassure business that it is the War De- 
partment’s intention to deal fairly with all contractors 
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War Department Issues Manual for 
Settlement of Terminated Contracts 


whenever it is necessary to terminate a war production 
contract. The regulation will be published in the Fed- 
eral Register and will be available for reprint.” 


Contractors Fear Termination 


RMY officials have been quoted as saying “we have 

suffered some loss in production, and undoubtedly 

some of that may be due to a certain amount of un- 
easiness about this termination situation.” 

“Tt is of first importance to the question of procure- 
ment,” said one of them, “that we take every step pos- 
sible to put the minds of our contractors and subcon- 
tractors at rest as to what is going to happen to them. 
There is an obvious effect on the financial condition of 
the contractor which follows termination. Unless some 
method can be found to get in some cash quickly he 
cannot take on more war business.” 

One of the important features in Procurement 
Regulation No. 15 is that it sets up accounting guides 
for the use of contracting officers which in turn will 
also guide contractor. This memorandum of account- 
ing is covered in Chapter IV of the Regulation under 
the general title “Accounting Guides to a Negotiable 
Settlement.” This section sets forth that the contrac- 
tor’s proposal for a settlement should consist of three 
basic statements covering the following charges: 

1. The costs incurred directly by the contractor with 
the related profit, if any. 

2. The charges of his subcontractor. 

3. The costs incurred by the contractor subsequent 
to the date of termination. 


Two Proposals of Settlement 
N Section 404, the Manual states: “When the con- 
tractor’s statement is prepared on the inventory 
basis it should be in substantially the following form: 


. 
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Statement of costs incurred on uncompleted 
work as of date of termination (exclusive of 
subcontractors’ claims for uncompleted work 
and exclusive of costs incurred subsequent to 
date of termination). 

1. Raw materials on hand................-. $ 
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. Tools, dies, jigs and fixtures not amortized 
. Administrative expenses ..............6- 
. Other costs (submit detail)............. 


4 
5 
6 
7. 
8. 


i . Bit eitind ial eh eee hne nae $ 

10. Contactor’s profit for work done prior to 
Comet 12 Gar «. isa cites ince ei $ 

11, ——_—_———__ ............. 
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12. Total amount (exclusive of subcontractors’ 
claims and exclusive of costs incurred after 
Gal AE MINI iis i. nis cand nk Crew $ 





When the statement is based on the contractor’s total 
cost basis, the statement should be in the following 
form : 

NN MIS pk ec SR art a iy Se Le aie coats 


OEE TUK ceva WER a eee ns 

Statement of total costs incurred on contract to 
date of termination (exclusive of subcontractors’ 
claims for uncompleted work and exclusive of 
costs incurred subsequent to date of termina- 
tion). 

Direct charges 

Se Ss cca e oh hws ewan wade $ 
EE CPU 0.0n cud caved aan pao ewe Ao 
en 
4, ———_—____________—__ ............ 
Prorated charges 

5. Indirect factory expenses............... 
6. Administrative expenses ................ 
7. Other prorated expenses................ 
a a 


so 


io) $ 


10. Contractors’ profit for work done prior to 
eT ee 


11, ———_——_______............... 
Sk: SS sl Pk eaiiniake he amghe tienen $ 
13. Deduct total units completed at contract 
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14. Total amount (exclusive of subcontractor 
claims and exclusive of costs incurred after 
ee | eee $ 


Termination Accounting Manual 


T should be noted in this connection that the Office 
of the Fiscal Director, Headquarters, Army Service 
Forces, has published a Termination Accounting 
Manual and fixed Price Supply Contracts, and that this 
Termination Accounting Manual will govern all settle- 
ments made under terminated contracts. 
One of the points in which the majority of credit 
¢xecutives will be especially interested is that the regu- 
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lation provides is prompt settlement by prime contrac- 
tor with all subcontractors and suppliers. 

The regulation points out that under the standard 
termination article for lump sum, contractors, subcon- 
tractors and suppliers have no direct rights against the 
government upon the termination of a prime contract 
for the convenience of the government. The rights 
of such subcontractors and suppliers are against the 
prime contractor, or intermittent subcontractor who is 
directly obligated to them on the subcontract or pur- 
chase order which they hold. The extent of these 
rights will generally depend upon the terms of the sub- 
contract or purchase order in question. 

However, the regulation provides that the prime con- 
tractor is required to “cancel all existing orders charge- 
able to this contract and terminate all subcontracts 
chargeable to this contract except as directed other- 
wise by the contracting official.”” This obligation of the 
contractor should be performed immediately upon 
receipt of the notes of termination. Settling with the 
subcontractors and suppliers then becomes an obliga- 
tion and responsibility of the contractor subject to the 
approval of settlements by the contracting official. 

Under the heading “Rights of Subcontractors” we 
find the folllowing: Under Section 325.3, Subsection 
(6) under the general heading “Action to Be Taken 
by Prime Contractors with Respect to Settlement of 
Subcontracts.” 

“That a proper settlement of each subcontract and 
purchase order is negotiated with all possible speed and 
promptly presented to the contracting officer for ap- 
proval.” 

The Manual goes on to show what kind of inventory 
is being presented, subcontractors’ charges, a state- 
ment of advance payments, and the form of certificate 
to be used by prime contractors when presenting state- 
ment as well as the form for comments to be set forth 
by subcontractors and material suppliers. 

Major Victor Z. Brink, Headquarters, Army Service 
Forces of the War Department, recently made a talk 
before the Internal Auditors Association on the objects 
of the War Department in issuing what is now called 
Purchase Regulation No. 15. Major Brink, who had 
a long record of leadership in the accounting field be- 
fore he was commissioned in the Army, told the In- 
ternal Auditors that his remarks were entirely his own 
and are not to be interpreted as official ¢xplanation of 
War Department views or policies. 


Types of Terminations 


ee HERE are essentially two types of contracts used 

in the War Department—the cost-plus-a-fixed-fee 
type and the fixed-price type. The accounting prob- 
lems arising out of the termination of each type differ 
materially. In the case of the cost-plus-a-fixed-fee type 
of contract the problem is much the same from an ac- 
counting standpoint as if the contract were actually 
completed. The contractor has been reimbursed for 
his costs and the Government will continue to reim- 
burse him in the same manner for any costs which he 
has not presented at time of termination and in addi- 
tion for costs properly incurred in winding up the 
settlements with subcontractors, disposing of inven- 
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tories, and the like. There will of course be certain 
additional procedures necesssary to cover such matters 
as the closing of bank accounts, disposition of un- 
claimed deposits of employees, and final settlement of 
overhead. The general pattern is, however, fairly 
definite and since we will usually have our auditors 
already on the ground auditing current reimburse- 
ments, it would seem that we are for the most part 
ready for this problem. 

“The termination of the fixed-price contract is quite 
different. The contractor has been, or will be, reim- 
bursed at the contract price for units properly com- 
pleted but no similar fixed-price is available for mak- 
ing settlement on the uncompleted portion of the con- 
tract. It is obvious that the contractor’s costs must 
constitute, directly or indirectly, the basis of determin- 
ing the settlement for the uncompleted portion but this 
raises difficult problems of how those costs shall be de- 
termined. Of further significance is the fact that there 
has been no previous consideration of those costs by 
Governmental personnel except in certain cases where 
some analysis may have been made as a basis for arriv- 
ing at prices to be used in the contract. It is evident 
therefore that the fixed-price contract terminations in- 
volve the more complex problems in the way of de- 
termining equitable settlements in a prompt manner and 
our attention in the War Department is at the present 
time being directed chiefly to this type of termination. 
My own comments will therefore deal with fixed-price 
contract terminations. 


Contractual Basis for Fixed-Price 
Contract Terminations 


a HE contractual basis for the termination of a 

fixed-price supply contract is the termination 
clause. The War Department has prescribed a stand- 
ard clause which, aside from minor exceptions, is to be 
included in all fixed-price prime contracts. In the case 
of contracts drawn prior to the development of the 
above mentioned clause, provision is made for amend- 
ing those contracts to incorporate the new clause. 

“In this clause the right of the Government to ter- 
minate the contract is set forth and the duties of the 
contractor and the contracting officer—the party acting 
for the Government—are indicated. The duties of the 
contractor are in brief : 

“(1) to discontinue all operations under the contract 
(except as the contracting officer directs otherwise) 
and to terminate all such contracts ; 

“(2) to transfer, as directed by the contracting offi- 
cer, all completed and uncompleted units and other sup- 
plies ; 

“(3) to take such action as may be necessary to pro- 
tect the Government’s rights under subcontracts and 

“(4) to dispose of the inventory by sale to outsiders, 
retention by himself or otherwise at prices approved by 
the contracting officer. 


The Basis of the Settlement 
*«’T* HE Government on the other hand agrees to pay 
the contractor the contract price for all finished 
units for which payment has not previously been 
made. In addition, but without duplication of the fore- 
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going payments, the Government agrees to pay—and 
here I quote— 

‘such sum as the contracting officer and the con- 
tractor may agree by supplemental agreement is rea- 
sonably necessary to compensate the contractor for 
his costs, expenditures, liabilities, commitments, and 
work in respect to the uncompleted portion of the 
contract so far as terminated by the notice referred to 
in paragraph (a). The contracting officer shall in- 
clude in such sum such allowance for anticipated 
profit with respect to such uncompleted portion of 
the contract as is reasonable under all the circum- 
stances.’ 

“This part of the clause is of special significance be- 
cause by defining the payment as ‘such sum as the con- 
tracting officer and the contractor may agree by supple- 
mental agreement is reasonably necessary to compen- 
sate the contractor,’ it authorizes what may be referred 
to as a negotiated settlement. It is this negotiated 
aspect of the settlement which gives the contracting off- 
cer some freedom of action and which eliminates the 


necessity of tying the settlement exactly to a specific 
‘presentation of documented costs. 


In this connection 
the negotiated settlement is essentially different from 
the cost-plus-a-fixed-fee type of contract where reim- 
‘bursement is in exact accordance with the costs sup- 
ported in each case by such evidence of payment and 
other supporting documents as will meet the require- 
ments of the General Accounting Office. 


“The negotiated settlement is the heart of the 
termination clause and it is expected that all or prac- 
tically all settlements will be made on this basis. This 
form of settlement is in effect the adaptation of ‘good 
business practice to Governmental purposes and is 
based on the legal principle that when various claims 
and counter claims exist between two contracting par- 
ties—especially when the claims are not susceptible of 
exact determination, the contracting parties may com- 
promise and settle those claims and establish a final net 
amount which merges all claims into one single legally 
enforceable obligation to pay the sum thus arrived at. 
It is believed that the development of this basis for 
making settlement will be a major factor in making pos- 
sible the speedy and equitable settlements which are so 
much needed. 


In Case of Disagreement 


a? HE termination article goes on to provide that if 

after 90 days, or such period as the contracting of- 
ficer may designate, an agreement cannot be reached, 
the settlement shall be made in accordance with a pre- 
scribed formula which is there set forth and which 
specifies the types of costs and the manner in which 
the profit allowed is to be computed. The interpretation 
of the terms of this formula may, it is believed, lead 
to considerable delay and possible litigation. It opens 
up possible requirements for supporting costs with 
documentary evidence and in general sets the stage for 
more cumbersome settlements. It is again for these 
reasons that it is so desirable from both the contractor's 
and Government’s standpoint to settle under the negott- 
ated clause. In either case the termination article also 
provides that: 
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“‘The Government shall pay to the contractor such 
sum as the contracting officer and the contractor may 
agree upon for expenditures made and costs incurred 
with the approval of the contracting officer (a) after 
the date of termination for the protection of Govern- 
ment property, and (b) for such other expenditures and 
costs as may be necessary in connection with the settle- 
ment of this contract, and in the absence of such agree- 
ment as to the amount of such expenditures and costs 
shall reimburse the contractor for the same.’ 


“In the case of subcontracts the settlement will de- 
pend on the terms of the individual subcontract and 
there has been no standard prescription of a termina- 
tion clause for such use. In all cases, however, the 
negotiated settlement is available in accordance with 
the legal principles indicated above and it is therefore 
probable that all subcontractor claims will be settled on 
a negotiated basis. Inasmuch as the Government is not 
directly one of the contracting parties, there is no spe- 
cific clause necessary such as was included in the prime 
contracts. 


Functions of the Contracting Officer 


66 A® soon as practicable after the date of termination 

it is the contractor’s responsibility to prepare and 
submit his proposed settlement. His statement (see PR 
372.2) should set forth the various elements upon which 
he is proposing a settlement and should include sup- 
porting schedules and explanations of the bases of 
calculation. It is then the contracting officer’s responsi- 
bility to negotiate a settlement with the contractor. In 
passing upon the accuracy and general reliability of the 
various elements listed in the proposed settlement he 
will require the technical assistance of qualified ac- 
counting personnel. These latter persons act in an ad- 
visory manner and the contracting officer is not bound 
by the findings or conclusions of the accountants. 
While the contracting officer has the right to decide 
when he wants audits or other technical services of 
Governmental accounts, it should be pointed out that 
the manner in which such examinations or reviews are 
carried out will be determined by the accountant in an 
independent fashion based upon his own technical 
knowledge. 

“As a practical matter it is expected that contracting 
officers will lean heavily on the services of accounting 
personnel whether they be those of Governmental per- 
sonnel, contractor’s personnel, or independent public 
accountants employed by contractors. In the settlements 
thus far recessed by the various Governmental agencies, 
the value of accounting services has been amply demon- 
strated. In all cases an office review by Governmental 
personnel would appear to be necessary and the ac- 
countant’s findings in that review will be an important 
guide to the contracting officer as to the need for audits. 
With respect to all accounting reports it is also ex- 
pected that they will be an important guide for the con- 
tracting officer. 


Settlement on an Overall or Inventory Basis 
’ HERE s bee i 
W a contract has been terminated before 


any units have been completed the determination 
of the costs applicable to the uncompleted portion re- 
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quires no segregation of costs. There is obviously no 
problem other than to summarize the allowable costs in- 
curred under the contract. Where, however, there 
have been units completed a difficult problem does arise 
as to how the costs applicable to the uncompleted por- 
tion will be determined. It is here that one of two 
methods may be employed, depending upon the circum- 
stances involved. 


“In situations where production under the contract 
is well along and an adequate cost accounting system 
is in operation it may be possible to obtain an accurate 
segregation of total costs incurred as between the com- 
pleted and uncompleted portions of the contract. In 
that event the proposed settlement may be based upon 
inventories, taken and priced in detail. To these costs 
may then be added an allowance for profit. In other 
situations great difficulties will be encountered in mak- 
ing an accurate segregation of costs. This will be es- 
pecially true where there has been very little production 
under the contract or where for other reasons the op- 
erations are so complex and the cost accounting so in- 
adequate that no sound basis exists for pricing the 
work in process inventories. Where these conditions 
prevail the Manual provides for the presentation of 
costs on a total cost basis. Under this latter method all 
of the allowable costs incurred to date of determination 
are summarized. To this cost base is added an allow- 
ance for profit and from that total deducted any pay- 
ments made, or to be made, for completed units. 

“The allowance for profit in the case of both the in- 
ventory and overall methods will be in accordance with 
a rate negotiated between the contracting officer and 
the contractor. In negotiating that rate consideration 
should be given to the contractor’s indicated rate. This 
is the rate which, based on all of the data available, it 
is expected the contractor would have earned on the 
contract as a whole kad he been permitted to complete 
the contract. The indicated rate takes the total con- 
tract view inasmuch as operations in the early part of 
the contract period may very well have been carried on 
at a loss, whereas the latter periods may because of the 
greater efficiency of operations result in an overall net 
profit. 


To Side-Step Negotiation 


‘STN fixing the negotiated rate it is important to note 

that it should never exceed the indicated rate. 
However, in certain cases the rate may be so high that 
from the standpoint of the interests of both the con- 
tractor and the Government that it might be desirable 
to negotiate a rate which would be sufficiently low to 
eliminate later renegotiation and thus give greater 
finality to the settlement. Present Procurement Regu- 
lations provide for the exemption of the settlement cov- 
ering the uncompleted portion from later renegotiation 
and also in appropriate cases for the exemption of the 
profits applicable to the completed portion. The in- 
jection of renegotiation into the termination settlement 
is, however, ordinarily appropriate only where all, or 
substantially all, Government contracts are terminated 
and it is desirable to eliminate duplication of work or 


(Continued on Page 30) 
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Post-War Foreign Trade 
. Exports May Play a Major Kk 


The decrease in the export vol- 
= ume of practically all manu- 
 facturers over the course of the 
past two or three years is not re- 
flected in figures issued recently by 
the Bureau of Foreign and Domestic 
Commerce. These figures indicate 
cash exports for 1942, exclusive of 
shipments to our armed forces 
abroad and exclusive of Lend-Lease 
goods to the United Nations, of 
about $3,150,000,000, or slightly in 
excess of the average of the pre-war 
years 1936-1938. The increase in 
total volume as indicated by the Bu- 
reau of Foreign and Domestic Com- 
merce may be explained in part by 
price increases and by noting the 
change in type of goods exported. 


During normal years, our exports 
consisted in good part of a variety of 
consumer goods, whereas in 1942 we 
concentrated more on the essential 
products, such as coal, steel, indus- 
trial machinery, petroleum products, 
chemicals, paper, foodstuffs, textiles 
and military equipment. The decrease 
in individual export volume may be 
explained further by the loss at the 
outbreak of the war, or shortly 
thereafter, of previously good mar- 
kets in many parts of the world. 


Practically all European business 
was lost immediately, and at present 
the general scope of the export field 
is more or less limited to Canada, 
Latin America, certain countries in 
the Near East, the islands of the 
Caribbean area, and outlying places, 
such as Australia, New Zealand, 
South Africa, Iceland and India. 


Exports Are Profitable 


ANY complications are involved 

in shipping consumer goods 
through the normal channels to for- 
eign markets still open to us and, in 
fact, some manufacturers in certain 
lines have decided to discontinue ex- 
port operations for the duration or 
have been forced to do so for reasons 
beyond their control. On the other 
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By A. N. GENTES 
Assistant Manager, Foreign Depart- 


ment, Guarantee Trust Co., 
New York City 


hand, we see an increasing amount 
of interest on the part of manufac- 
turers, who in the past have had no 
export business, or business of a lim- 
ited volume. B.E.W. licenses, Lend- 
Lease operations, priorities, and lack 
of shipping space are the chief ob- 
stacles to the free movement of goods 
abroad, and as a result most of us 
have resigned ourselves to a limited 
volume for the duration. 

Notwithstanding the possibility of 
a further reduction in our export vol- 
ume to Latin America and other 
parts of the world, the wisdom of 
carrying on our export activities to 
the best of our ability in the face of 
many discouragements cannot be 
over-emphasized. A substantial back- 
log of savings is building up in the 
United States, accompanied by an un- 
satisfied demand for all types of 
goods, and while it is apparent that 
domestic business will be extremely 
active, it is also obvious that competi- 
tion will be keen and the margin of 
profit small. 

As in the past, the export business 
of the manufacturer may in many in- 
stances be the determining factor be- 
tween profit and loss in the over- 
all picture. 

Comparisons are sometimes odious, 
but even in its darkest days the Eng- 
lish Government made every effort 
and is still making every effort to 
encourage the export business of 
manufacturers, with a full realization 
of the importance of export trade in 
the country’s present and future 
economy. Were we now to become 
discouraged individually, to the point 
of discontinuing our export opera- 
tions, the task of rebuilding efficient 
organizations, both here and abroad, 
would be difficult and the expense 
substantial. Furthermore, many of us 
would lose our good agency relation- 
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ships to competitors, not to mention 
both the loss of good-will and the 
benefits of advertising built up over 
a course of years. 


A Major Post-War Role 


N respect to post-war business, ne 

one questions the general opinion 
that exports will play an important 
part in the economies of all countries 
after the war is over. When the re- 
strictions and restraints imposed on 
exporters by the exigencies of war 
are removed, the export business of 
the United States should exceed by 
far the average of the pre-war years. 
A backlog of unsatisfied needs for 
both capital and consumer goods is 
building up in many parts of the 
world, particularly in Latin America. 

If the present trend continues in 
the Latin American countries, and 
no reason exists to believe that it 
will not continue, the countries to the 
south of us should have a reserve of 
dollar exchange sufficient to pay for 
their import requirements for at 
least a few years after the termina- 
tion of the war. Of course, this dol- 
lar exchange is not earmarked for 
our account and, if we are realistic, 
we will understand that we have no 
monopoly on Latin America trade, 
for, in the final analysis, trade will 
flow through the most advantageous 
channels. 


In parts of the European area 
looted by the Germans and devas- 
tated by bombings, etc., replacement 
of capital and consumer goods will 
be needed immediately upon cessa- 
tion of hostilities. But the transition 
from wartime operations to peace- 
time pursuits will not occur over- 
night. We will be faced by many 
changes in normal export procedure 
in the post-war world, favorable as 
well as unfavorable, and it may be 
of interest to review here some of 
the post-war problems, particularly 
as they will affect export procedure. 

Of outstanding importance to 
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those engaged in international trade 
are the several programs now be- 
ing suggested for the stabilization 
of currencies and the financing of 
international trade in the post-war 
period. The problems involved are 
intricate and many changes will un- 
doubtedly be made before a final 
solution is arrived at. The tentative 
programs submitted by Lord John 
M. Keynes in England and Dr. 
Harry D. White in the United States 
are probably best known to us, as 
they have received wide publicity in 
the press. These two plans, while 
striving for the same objective, 
differ greatly as to detail. 


The British plan, which would be 
based on the use of credit, would 
have no assets and the international 
trade money would be called “Ban- 
cors.” The American plan would be 
based on the use of gold and would 
have $5,000,000,000 in assets, to be 


comprised of gold, currency and gov- 


} ernment bonds, and the international 


trade money would be called 
“Unitas.” It is estimated that the 
participation of the United States 
would be about $2,000,000,000. 

Both plans assume a willingness on 
the part of participating nations to 
keep their financial and economic 
affairs in good order, but it is con- 
ceivable that under certain unfavor- 
able conditions, they may be unwill- 
ing or unable to do so. Too many 
unknown factors are involved at this 
time to pass intelligently on any 
program, but whether we agree or 
disagree as to details, the submission 
of various plans, at least opens the 
way for a discussion of currency 
problems and the financing of inter- 
national trade during the post-war 
period, when disequilibrium in the 
balance of payments between vari- 
ous countries is bound to occur. 

Cooperation between nations, in 
some degree, will be essential during 
the transition period, when their 
economies are being changed from a 
wartime to a peacetime basis, if ‘we 
are to avoid a repetition of the 
errors of the past quarter of a cen- 
tury. All too vividly do we recall 
the war of depreciated currencies ; 
Empire preferences, foreign ex- 
change and import restrictions, tariff 
increases, and barter schemes hatched 
after the first World War and their 
restrictive influence on world trade. 
The devastating effects of the pres- 
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ent war on the economies of the 
European countries, the destruction 
of plant and material in the area of 
the war, and the inability of many 
countries in that area to provide for 
payment of imports during the period 
of rehabilitation, all point to the 
necessity of formulating now some 
well devised plan to finance future 
international trade on a sound and 
practical basis. 


Favors Reciprocal Agreements 


NE mechanism available for the 

re-establishment of international 
trade relationships is the Reciprocal 
Trade Agreements Program, which 
should have the support of all en- 
gaged in foreign trade. Its exten- 
sion after June 12, 1943, will go far 
towards easing the shocks that are 
bound to occur during the post-war 
period. Failure to renew the Act 
would sabotage the good work of 
some nine years and subject us to a 
ruthless international competition in 
the markets of the world. With 
some millions of men returning from 
wartime activities to peacetime pur- 
suits, the products of our farms and 
factories, quite likely will be more 
than ample for our needs. A con- 
tinuation of the Reciprocal Trade 
Agreements Program will enable us 
to continue to find outlets for these 
products in foreign markets and in 
its broad application, the renewal of 
the Program should benefit not only 
our foreign trade, but our domestic 
economy, as well. 


In respect to merchant vessels, the 
tremendous production of new ton- 
nage since the Pearl Harbor episode 
is no secret. The program in 1943 
calls for about 19,000,000 tons, 
which is nearly equivalent to Great 
Britain’s total tonnage at the be- 
ginning of the present war. Granted 
that part of this tonnage may be 
destined for destruction or for 
eventual sale to other nations, we 
shall seemingly close the war with a 
mercantile marine equaled by no 
other one nation. This is an encour- 
aging factor for export trade and it 
is to be hoped that we can keep our 
ships fully occupied in a two-way 
traffic. 


Politics or Economics—Which? 


HE exigencies of war necessitate 
controls that are often burdensome, 
but necessary for the smooth opera- 
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tion of the war effort and for the 
maintenance of a constantly chang- 
ing economy. But, government 
controls on export and import trans- 
actions pose the question as to 
whether foreign trade is to be gov- 
erned by political or economic factors 
in the post-war world. Stabilization 
of world economy, as well as stabili- 
zation of our own economy, will be 
a slow process, subject to factors 
only vaguely perceived at this time. 
The large demand after the war for 
raw materials from domestic indus- 
try may result in certain shortages. 
Furthermore, if all controls are lifted 
at once, unbridled demands for both 
capital and consumer goods may 
start an inflationary process. The 
question then arises as to how these 
problems can be dealt with. 

Should we look for complete re- 
linquishment of government control 
at the conclusion of the war, or would 
it be more advisable that they be re- 
linquished gradually as conditions 
improve? At least, we can hope that 
just as soon as possible, private en- 
terprise will be permitted to carry on 
in its own capable way. This is as it 
should be, for it is already quite evi- 
dent that if the heavy hand of gov- 
ernment continues to encumber free- 
dom of export operation in the post- 
war period, we shall be unable to 
compete in a highly competitive post- 
war world. Furthermore, it must be 
remembered that the expense of gov- 
ernment operation can be paid only 
with taxes that must eventually find 
their way into the cost of goods ex- 
ported. 


We must not overlook the fact 


that after the war a number of coun- 


tries throughout the world will not 
be encumbered by heavy debt ser- 
vices. Notwithstanding our technical 
advantages in manufacturing proc- 
esses, the addition of debt service in 
the cost of goods may swing the bal- 
ance to our competitors abroad. 


Lend-Lease Competition 

END-LEASE operations play an 

important and essential role in 
the wartime activities of the United 
Nations by providing war material, 
food and civilian supplies necessary 
to the successful prosecution of the 
war effort. Many of us have heard 
of cash sales lost to normal export 
channels because of the imposition 
of Lend-Lease control. Quite pos- 
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sibly, some of those first responsible 
for its operations may have been 
over-zealous in its application. At 
any rate, we now have the assurance, 
given on more than one occasion, 
that in the case of any transaction for 
which a foreign country or its na- 
tional is going to pay cash, the pre- 
sumption of Lend-Lease will always 
be that normal commercial channels 
of trade will be used. If Lend-Lease 
operations are necessary for a suc- 
cessful conclusion of the war, and we 
believe they are, then we are all out 
for it, but we do hope that its op- 
erations will be concluded as soon as 
possible after the termination of the 
war and that foreign trade will be 
permitted to flow through normal 
business channels. 

Let us now explore for a moment 

the competition that will face us in 
world markets in the post-war period. 
Great Britain’s need of export will 
be more imperative than ever before. 
Prior to the war, Britain’s substantial 
imports were paid to a great extent 
by debt service earned abroad on for- 
eign investment, by freight charges, 
‘insurance premiums and other ser- 
vices. In good part, these future re- 
turns will be uncertain. Therefore, 
it will be necessary for England to 
step up her exports to balance her 
imports. As a result of the war, 
England’s manufacturing processes 
will have been improved and we may 
look for keen competition from that 
source and also from Canada, which 
has excellent manufacturing facili- 
ties and which, after the war, will 
assume a much more important place 
in world affairs. 


South America as a Producer 


S for South America, you will 

find that the first World War 
resulted in the establishment of home 
industry in many different lines, by 
reason of the disruption of normal 
sources of supply. The present war 
has given further impetus to that 
trend, until at present we find a num- 
ber of South American countries sup- 
plying their own needs and the needs 
of neighboring countries formerly 
filled in part from the United States. 
The manufacture of cotton textiles is 
a case in point. Argentina, Brazil, 
Chile, Colombia, Cuba, Ecuador, 
Mexico, Peru and Uruguay are sup- 
plying their needs in whole or part 
and in some instances shipping to 
neighboring countries. 
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Recent estimates indicate that 
Brazil’s production of cotton textiles 
in 1942 was nearly double the pre- 
war figure. The total number of 
spindles at present operating in 
Brazil is estimated at 3,100,000 and 
it is reported that the value of orders 
placed by the Paulista mills for 
spinning and textile machinery in the 
United States and awaiting execu- 
tion amounts to about $4,000,000. 
Brazil has an ample supply of raw 
cotton more than sufficient for her 
needs and is one of the countries 


which is shipping substantially to 


other markets. The local Federation 
of Industries in the State of Sao 
Paulo, in the latter part of 1942, 
listed textiles as second in the order 
of production importance; foodstuffs 
being first. 

Mexico might also be mentioned 
by reason of its proximity to the 
United States. We hear the Mexican 
textile industry is decidedly prosper- 
ous and working to full capacity. A 
large export business is now being 
conducted with Central and South 
America, the West Indies, and even 
with the United States. This does 
not mean that South America is lost 
to us as a market for textiles, al- 
though it is likely that in many cases 
sales will be confined to better grades. 

In general, industrialization aids 
rather than hinders export trade, for 
the more a country is industralized, 
the higher becomes the standard of 
living and the greater the demand for 
various types of goods. With greater 
industrialization abroad, however, 
manufacturers must be prepared for 
a change in the type of merchandise 
exported. Again reverting to tex- 
tiles, we may sell less plain goods to 
the South American countries but 
more fancy goods, more textile ma- 
chinery, yarns, dyes, etc. Indus- 
trialization will be most rapid in those 
countries with supplies of raw ma- 
terial susceptible of fabrication and 
with large centers of population. 


Plenty of Competition 


(QUTTE possibly, Latin America 

may represent our most desir- 
able export market at the immediate 
conclusion of the war, but, in addi- 
tion to English and Canadian com- 
petition, what can we expect in the 
way of competition from Belgium, 
France, Italy, Norway, Sweden, 
Switzerland, and from Germany, 
Russia and China? The question 
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cannot be answered at this time, by 
reason of the many imponderables in. 
volved, but certainly these countries 
must find a place for themselves in 
post-war international trade. Where 
the destruction of plant facilities has 
taken place, new properties must be 
constructed and this translates itself 
into modern machinery more capable 
of competing on an equal basis with 
our own manufacturing processes. 


The accumulation abroad by the 
United States of backlogs of raw ma- 
terial, such as coffee, cocoa, sugar 
and raw cotton, to mention a few 
commodities, and the accumulation 
of large lots of foodstuffs and con- 
sumer products in the United States 
by the military authorities, presents 
a problem which may react unfavor- 
ably on exports after the war. Back- 
logs of material always create dis- 
turbances in the general economic 
picture. Is it possible that the pay- 
ment by us of dollars to Brazil, Cuba 
and Peru for commodities that can- 
not be shipped in whole until after 
the war may be a dis-service? If 
the dollar exchange is reserved for 
future operations, the plan may be 
well conceived, but, under any cir- 
cumstances, the accumulation of 
products will seemingly create dis- 
turbances in future markets for these 
countries. In respect to stock piles 
in our own country, we may feel it 
our duty to supply the world during 
the rehabilitation period, but, here 
again, we create certain disruptions 
in our international trade. 


New Products a Factor 


[Xt ENSIVE research and new 

processes during this war period 
have resulted in the creation of new 
materials, or substitutes for products 
previously used by us. Great strides 
have been made in plastics, textile 
fibres, fabrics, rubber, glass, de 
hydrated foods and special metals, 
all of which are likely to play an im- 
portant part in post-war export op- 
erations. 


Our production of synthetic rub- 
ber after the war may enable us to 
fill our own needs and even supply 
other parts of the world, if at the 
conclusion of the war we do not 
scrap our huge manufacturing ca 
pacities and the investment of some 
hundreds of millions of dollars. 


Let us explore briefly the implica- 
(Continued on Page 17) 
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The Psychology of Credit Letters 


Phases of K.tail Colalion _Appeals 


By HELEN M. SOMMERS 
Credit Manager, Trojan Hosiery Mills, Indianapolis, Ind. 


Collection letters from the retail house to the con- 
sumer must necessarily follow the same psycho- 

Wu logical pattern found in collection letters which 

the manufacturer or wholesaler writes to the mer- 
chant. 

Human nature is human nature, and the individual 
has the same basic susceptibilities and is motivated by 
the same attributes of pride, self-interest, fairness, 
goodwill, and fear whether he is a merchant paying 
his obligations for supplies and merchandise, or whether 
he is a wage earner or salaried or professional man 
paying for goods for personal consumption. 

The retail credit executive, therefore, can find in the 
previous articles on wholesale collection procedure 
many suggestions which, with certain allowances for 
the consumer’s more personal attitude and more limited 
business experience, he can adapt to his own use in 
addition to the material presented here which is devoted 
specifically to the consumer debtor and consumer col- 
lections. 


Must Get Consumers View 


N understanding of the consumer’s attitude toward 

credit is the key to successful\ retail collection 
letters that have the two-fold effect of getting the 
money and promoting goodwill, as all collection effort 
should. Consumers are usually housewives, or workers 
employed in walks of life not closely identified with 
commercial credit. Their attitude toward credit is of 
course limited by their experience. They see it from a 
personal point of view, as an arrangement for obtain- 
ing consumer goods, but naturally they cannot have 
a close understanding of the credit grantor’s problems, 
and his viewpoint. 

The retail credit man must bear this in mind, apply 
his imagination, and write his letters with a completely 
sympathetic understanding of the consumer’s viewpoint. 
An adjustment must be made to bridge the gap, and it 
is the credit man who must get over on the consumer’s 
side of the fence. 

At the same time he must inject in his letters here 
and there subtle bits of educational propaganda aimed 
at promoting a broader appreciation of the value of 
credit and a closer understanding between his house and 
his customers as to their mutual problems. 


Imply That Prompt Payments Are Expected 
ARLY collection appeals to the consumer should 
start him off on the right foot. Remember he does 
not know just how lenient you will be or what you 
expect of him. 
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If you tacitly create the impression that you expect 
prompt payments as a matter of course, and that your 
other customers do business with you on that basis, 
half your battle is won already. After all, the debtor 
who takes advantage of his creditor does it because he 
thinks the creditor will tolerate it. 

In these opening letters you are introducing your 
policies to your customer. He adjusts his attitude ac- 
cordingly. It is not what you say, but what you imply 
that is important. 

The straightforward tone of the examples on the op- 
posite page convey the idea that promptness is expected 
of all customers, yet the tone is friendly and courteous. 


Examples That Sell Prompt Payments 
Appeals to Self-Interest. 


Prompt payments help us to give our customers 
efficient service. 
* 
Prompt payments keep down overhead and help 
us to give our customers the most for their money. 
*K 


Our credit department handles several thousand 
accounts. Promptness keeps down our overhead, 
and we can pass the saving on to you in better mer- 
chandise values. Will you cooperate? 

*k 


Promptness keeps your credit record perfect, and 
helps us to give you more efficient service. 
*K 


When you pay us promptly we consider it a 
courtesy and try to reciprocate with more efficient 
service. 

> 

We are here to give you efficient and courteous 
service on your charge account, and in return we 
respectfully ask for punctual adherence to terms of 
payment. That makes a mutually beneficial arrange- 


ment. 
* 


Credit accommodations are a service we are glad 
to give you, and we can do it best when our cus- 
tomers cooperate by keeping their accounts paid 
promptly. 


Appeals to Fairness. 
Of course we expect prompt payments in return. 
* 


We are glad to place credit privileges at your 
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disposal. Will you do your part by making your 
payments promptly on the tenth? 


























































> 


Good service is our obligation to you. Prompt 
payments are your obligation to us. Let’s cooperate! 


Early Appeals to Pride 


E have seen in previous chapters that arousing 
pride is a gracious but effective way to stimulate 
action, and it has the added advantage of promoting 
good feeling. 
; The next time someone pays you a compliment, or 
expresses confidence in you, analyze your reactions. 
Note the little glow of warmth the remark brings and 
the favorable attitude that results. We are all sus- 
ceptible, and we all make an effort to vindicate others’ 
confidence in us. 


Expressions of Confidence That Arouse Pride 


These Say that the Debtor Has the Right Attitude 
about His Accounts. 

” We know you don’t want your account to be de- 
linquent. 

Knowing how careful you are to keep your ac- 
counts paid up, 

We know you want to keep your account up to 
date. 

_There is a slight delinquency on your account, 
which we know you will be glad to correct promptly. 

You will want to do something about this delin- 
quent account right away, we are sure. 

We know you are careful about keeping your 
bills paid promptly. 

We know it gives you as much satisfaction as it 
does us to have your account up to date. 

We can’t help but feel that it is contrary to your 
wishes to have the account reflect delinquent charges. 

We are confident there is some good reason why 
you have not been in to make a payment on your 
account. 

We know how you feel about keeping up your ac- 
counts, and we are sure there is a good reason why 
you haven’t been in. But — 


These Say that He is Dependable. 

We know you don’t give your word lightly. What 
you say you will do we know we can depend upon, 
so we will be expecting you. 

We know we can depend upon your word. 

Tell us when we can expect payment and we won't 
bother you again, for we have always found that 
you do what you say you will do. 

Come in and we will work out reasonable arrange- 
ments about paying this balance. We know we can 
depend upon you to do whatever you agree to do. 

We know you won’t disappoint us. 

We know we can depend upon you te do the right 
thing. 

We have always had a great deal of confidence 
m you, and we are sure you won’t fail us. 


These Say that He is Fair and Cooperative. 
We know you want to be fair about this. 
We have confidence in your sense of fairness, and 
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will be expecting to hear from you. 
Your usual willing cooperation. 
There are certain of our customers we know will 
give us their hearty cooperation on any reasonable 
point. You are one of them. 


Arouse the Customer’s Pride in His Credit Record 
A REASONABLY good credit record provides a 


good basis for arousing the customer’s pride, and 


stimulating him to maintain the standards of his past 
performance. 


Reference to Past Performance 


These Say: “You are usually prompt.” 

Something must have happened to keep you from 
coming in as you usually do on the tenth to pay 
your account. 

We were expecting you in the store on the 10th 
as usual. I don’t believe you have missed a pay- 
ment in a long time until this month. 

We don’t understand why we didn’t hear from you 
last month. You usually pay us so promptly. 

Hm! This is strange! I find your name on our 
past due list. It has never been there before, and I 
am convinced it is there now quite by accident. 

With your usual punctuality. 

“You have ~ credit record to be proud of.” 

Your record with us is good. We want to help 
you keep it that way. 

We know you take pride in keeping a good credit 
record. 

You have a good credit record, and we know you 
don’t want to spoil it by letting a delinquent account 
like this run on. 

We know you take pride in maintaining an A-l 
credit record and will appreciate our reminding you 
of a slight delinquency on your account. 

There is a certain joy in maintaining a good credit 
record such as yours is. 

A good credit record is something to be proud of, 
and we know you are careful about your obligations. 
May we remind you of - - 

You have a good record. Don’t spoil it. 


Pricking the Customer’s Pride 


EMEMBER self-esteem wants to remain intact. 

We like to think well of ourselves and are dis- 
turbed if something prevents it. Be it ever so gentle, 
a little prick that gets under the customer’s skin gives 
his self-esteem a tiny set-back and things begin to hap- 
pen. He immediately strives to do something to cor- 
rect the situation, and restore his self-esteem to its 
wholeness. 


Ways to Prick Pride 


These say: “You have not measured up to your 
usual standard.” 

This is not like you to allow your account to be- 
come so delinquent. 

It is not like you to ignore our letters. 

We can’t help believing it is not your habit to do 
this. 

Once or twice in the past you have allowed your 
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account to run a little past due and we had no ob- 
jection to that, but this is seriously delinquent, and 
it’s not like you. 

“You have not measured up to our expectations.” 

Do you remember the day we opened your ac- 
count? I feel that we got really well acquainted and, 
frankly, you inspired my confidence to the extent 
that I felt we would have the utmost cooperation 
from you. 

The favorable impression I had when we opened 
your account led me to believe we could count upon 
prompt payments and close cooperation from you. 

This situation does not agree with the favorable 
impression we had of you when we opened your 
account. 

When we opened your account the credit reports 
we had were very favorable. We had complete con- 
fidence that we would be paid promptly. 

All your references reported favorably when we 
opened your account and we had no thought but 
that we would receive your closest cooperation. 

“You have disappointed us. When we opened your 
account we felt that here was a customer upon whom 
we could depend to cooperate with us to the fullest 
extent. 

We still believe the favorable credit reports we 
had about you when we opened your account were 
correct, but frankly we are puzzeled by this delin- 
quent account. 

Frankly we counted upon prompt payments, and 
your close cooperation. The condition of your ac- 
count disappoints us. 

Our confidence in you is not shaken, but we do 
feel that we should have an explanation. 


Appeal to the Customer’s Fairness 


AY to him, in substance: “Credit is a mutual ar- 

rangement by two parties who agree to do certain 
things. We have done our part faithfully. Now it is 
up to you to do yours. We have treated you fairly 
and will continue to do so, if you will in turn be fair 
to us. Of course we have certain rights the same as 
you, and you should be aware of them. Naturally in 
fairness to ourselves we must protect them.” 

To be effective, the appeal to fairness must be frank 
and straightforward, a man-to-man appeal. 


Appeal to Fairness 


These say: “We've been fair to you.” 

We have certainly tried to treat you right. 

We have given you the fairest possible treatment, 
and feel that you should treat us the same way. 

Up to this time we have not troubled you very 
much about the account because we felt you had 
some good reason, and that you would soon work 
the situation out. 

You have bought from us for many years and are 
entitled to our cooperation, and we have tried to give 
it to you. 

“We'll continue to be fair to you, if you will co- 
operate,” 

It would be so easy for you to come in and tell 
us what you can do about paying this account. We 
will meet you more than half way, you may be sure. 
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How Many Times Have You Been 
Asked by Your Retailer: 


“Please give me some suggestions as to how 
I can better collect my accounts receivable.” 

This series of articles by Miss Helen M. Som- 
mers, Credit Manager of the Trojan Hosiery 
Mills, Indianapolis, has for the most part offered 
suggestions for credit and collection letters of 
the manufacturer and wholesaler. In this and 
following chapter Miss Sommers covers retail 
and collection letters. They are presented in 
“Credit and Financial Management” by way of 
an answer to the inquiries from your retailers for 
suggestions on their own collection problems. 


We will meet you half way on any arrangement 
that is fair to both of us. 

If you will show us that you have the right at- 
titude about the account, and sincerely want to work 
the matter out properly, as we are sure you do, you 
can be certain we will cooperate with you to the full- 
est extent. 

‘You should be fair to us.” 

Don’t you think it is only right that you should 
explain to us why you haven’t paid, and tell us what 
arrangements you can make. 

You are working and undoubtedly paying off some 
of your creditors. We aré only asking for our share. 

It is only reasonable to expect your cooperation in 
return. 

In supplying you with good serviceable merchan- 
dise, we did our part. Now it is up to you to do 
yours. 

The merchandise you bought has given you satis- 
faction and good service. It is only right, then, that 
you should pay for it without further delay. 

“We have certain rights.” 

We have been more than ordinarily considerate. 
Now we must think of our own rights. 

We have made allowances for you far beyond what 
would be required by ordinary fairness. Now we 
have to begin to look at our own side of the question. 

Good business practice demands that we begin to 
look after our- own interests. 

We have to be fair to ourselves, too. 

We are now compelled, in the interest of our own 
welfare, to take a different attitude toward the mat- 
ter. 


Goodwill 


APPEALS to goodwill fit at almost any stage of 
collection procedure. They effectively supplement 
other appeals, add graciousness to the tone of the letter, 
and frequently serve to take away the effect of abrupt- 
ness or sharpness that the debtor sometimes reads into 
a letter even when he has little or no grounds for 
doing so. 
The approaches on the opposite page are arranged 
progressively according to the collection stages at which 
they can be suitably used. 
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Appeals to Goodwill 


Just a reminder in the friendliest spirit. 
* 


When I write to a customer, I like to imagine that 
he is sitting here at my desk and we are chatting in 
a friendly way. 

* 

We want you to feel that we in the credit depart- 
ment are your friends. We are here to serve you, 
and to make convenient arrangements available to 
you, and help you solve any problems that may arise 
affecting your account. Won't you come in and dis- 
cuss this situation with us? 

* 


Imagine you are sitting here at my desk and we 
are chatting in a friendly way as we did the day we 
opened your account. 

* 

Just imagine you are sitting here at my desk, and 

we are talking over our problems. 
*k 


Let’s talk things over just as if you were here in 

my office, or I were sitting in your living room. 
* 

In all friendliness, let us discuss the matter per- 
fectly frankly. 

* 

It would be too bad if we couldn’t work this prob- 
lem out in a friendly way after the many years of 
pleasant business relations we have enjoyed with you. 

*K 


But we don’t want to do that (legal action). We 
certainly would prefer to continue the same friendly 
relations we have always enjoyed with you. 

*k 


We don’t want to pursue the matter that way un- 
less we have to. We have always enjoyed pleasant 
relations with each other. Surely we can settle 
this matter in a sensible and friendly way. 









Self-Interest 


SELF-INTEREST is a vulnerable point with any 

individual. Begin talking in terms of personal and 
material advantage to him, and you will catch his at- 
tention and keep it as long as you are convincing. 

Selling the consumer on the value of a good credit 
standing is of course an appeal to his self-interest, 
and should be a part of every credit man’s educational 
program to promote greater respect for credit priv- 
ileges and a better understanding of the importance of 
credit. 











Appeals to Self-Interest 


“It is to your benefit.” 

You owe it to yourself to come in and talk this 
matter over with us. You will find us reasonable. 

We want to treat your account only in a way that 
will be to your best interests, but we can’t do that 
if you keep us in the dark and fail to answer our 
letters. 

We are only making a sincere attempt to help 
you work this matter out to your best advantage. 
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All you have to do is to come in and have a confer. 
ence with us. 

We can’t handle your account to your best in, 
terests if you leave us in the dark as to what ij 
causing you to delay payment. 

If you don’t give us the facts how can we co. 
operate with you? 

You make it difficult for us to work with you whe 
you keep us in the dark as to what is causing the 
delay in payment. 

If you have a problem that is -interfering with 
payment, perhaps we can help you solve it. Why 
not come in and talk the matter over with us frankly, 
It will be to your benefit. 

Won’t you come in and make definite arrangements 
about payment? We are willing to do anything that 
is fair to both of us and within your ability to pay. 

You will find us willing to meet you more than 
half way. 

Anybody’s personal affairs can get out of control 
at some time, so that he can’t pay his bills as promptly 
as he would like. But that is what we are here for 
—to help you solve such problems. 

“Your credit record is valuable to you.” 

A good credit record is a business asset. You can 
trade on it at any time you want. 

What is more satisfying than a good credit record. 
You can be proud of it, and what’s more, it is a 
valuable business asset. 

Your credit standing means dollars and cents to 
you. Don’t let it be spoiled. 

A good credit record is something to be proud 
of, but it is more than that. It is a means of tiding 
yourself over emergencies—and who doesn’t experi- 
ence emergencies once in a while. Guard your credit 
record by prompt payments. It will pay you big 
dividends. 

You’ve maintained a good credit record through 
faithful and conscientious payments. Don’t spoil it! 
It is valuable to you. 

We don’t like to put your name on the delinquent 
list. It affects your credit record, and that is im- 
portant to you. 


Stronger Ways of Treating Pride 


RICKING it rather deeply, we say to the indi- 

vidual, “There are certain little commonly accepted 
forms of behavior that we can expect of any customer. 
But you haven’t measured up.” 

Or, prodding it so that it receives a real jolt, we 
say to him that he is a conspicuous member of a very 
small minority that is outside the pale. 

Or we can, as a still stronger measure, directly assault 
his pride and challenge him to prove his worthiness. 


Examples That Prick and Challenge Pride 
These say: “You haven’t done what is ordinarily 


expected of an individual.” 


It is only a matter of common courtesy that you 
should answer our letters and give us some oppor- 
tunity to work with you. 

It is only the proper thing to do. 

It is only a matter of ordinary fairness that you 
should come in and discuss the situation with us. 
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It is the only acceptable thing to do. 

Just ordinary business courtesy calls for an answer 
to our letters that have given you so many oppor- 
tunities to cooperate with us. 

It is such a little thing to ask—that you drop us 
a note of explanation. 

Just ordinary cooperation is all we ask. 

We are only asking for what is reasonable. 

“You are one of a delinquent minority. Come over 


on the side of the majority.” 


I will have to refer your account to the Treasurer 
if it is not paid this week. 

Suppose I hold your account on my desk here for 
a few days to give you a final opportunity to send 
us a check. 

Your account is one of half a dozen that has been 
laid on my desk for special attention. 

Mr. Blank referred several seriously delinquent 
accounts to my attention this morning, and yours 
happens to be one of them. 

I find two or three files on my desk this morning 
for special attention. One of them is yours. 

Of course we naturally expect prompt payment 
of our accounts, and we are glad to say that most 
of our customers cooperate with us in this respect. 

We are always reluctant to turn an account over 
to an attorney, and rarely do we find it necessary. 
“We had confidence in you, but now we are begin- 


ning to doubt our judgment. It is up to you to prove 
yourself.”’ 


We hesitate to believe that you really don’t want 
to cooperate with us. That just isn’t reasonable. 

We’ve done all we can to give you an opportunity 
to cooperate. It is up to you now. 

You will find us willing to meet you half way if 
you will give us some indication that you are ready 
to do yonr part. 

All you have to do is give us an indication that 
you really want to work with us. 

A step in the right direction would be a partial 
payment and a reasonable proposal to pay the balance 
according to a definite plan. 


Threat of Legal Action—the Last Resort 


ERE we can work both on pride and fear. Pride 
enters the field when we arouse it by reminding 
the customer that such action should not be necessary 
in his case; and when we prick it by expressing con- 
fidence in the honesty of most people and indicate that 
only a very small minority have to be sued. We play 
upon fear when we mention both the embarrassment 
and the expense of legal action. 
All threats of suit should express preference for a 
friendly settlement, and give the debtor a “last chance” 
alternative. 


Threats of Legal Action 


These Arouse Pride. 
Such drastic action should not be necessary to 
collect a just debt from a man of your standing. 
Surely it is not necessary to resort to legal action 
to collect an honest debt from a man with a good 
substantial record like yours. 
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The Last Word on Termination 


—you will find the summarized text of the 
latest Regulations issued by the several war 
agencies in the 1944 Credit Manual of Com- 
mercial Laws covering the very important 
subject Termination of War Contracts and 
necessary steps to take to speed adjudica- 
tion and prompt payment. 

This is one of the BIG PROBLEMS now fac- 
ing American Industry. The War Department 
has already announced its Manual for han- 


dling Terminated Contracts. Other War 


Agencies are at work on similar Manuals. 


We believe you are one of the vast majority who 
pay their bills as a point of honor, and not because 
they are obliged to do it. 

We frankly do not believe you are one of the rare 
individuals who have to be forced to pay their ob- 
ligations. , 

These Play upon Fear. 

Your record is clear of any such action in the 
past. Surely you won’t let it be marred now. 

Your credit record is clear. Such action would 
do it severe damage. 

Of course we can collect the account through 
legal procedure, but are reluctant to resort to those 
means, for that would cause you embarrassment and 
expense. 

’ You don’t want the notoriety and expense of legal 
action and we certainly would not like to see your 
credit record marred by it. 

Legal action is expensive and embarrassing to 
the debtor. We are reluctant to resort to it, and 
rarely do we have to. 

Of course we could resort to a lawsuit, but we 
don’t like them, and you wouldn’t either. And it 
would be so unnecessary. Can’t we get together and 
work this matter out sensibly? 

Collection by legal action is distasteful to us. We 
don’t like to cause our customers that embarrassment, 
and rarely do we have to. 





In the October Installment Miss Sommers will present a num- 


ber of suggested letters using the appeals discussed in this in- 
stallment. 
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Only a few years ago—the credit- 
man had a desk in the darkest 

M corner of the office. Considered 

‘a “necessary evil,” his depart- 
ment was referred to as the “morgue.” 
He presided majestically over his 
dusty files of “dead” customers and 
“dead” orders—and decadent credit 
reports. Formaldehyde was in the 
air! 

He oftentimes dressed the part. A 
lot of fun in his home (and a regu- 
lar fellow, make no mistake about 
that) ; yet, he was a changed man 
when he got to his office. Gay colors 
and a debonair air were too much 
like a salesman. His letters showed 
unconcealed restraint — they were 
oftentimes like the report of a cor- 
oner’s inquest. To flirt with humor 
or unlax a joke in them “was too un- 
dignified.” Yet, too much dignity 
like ridicule have killed a lot of regu- 
lar fellows! 

Anyway, the merry boys on the 
road named him “Doc Nixie” and if 
he had known of it, he might have 
been pleased. He loved to say “No” 
and secretly he was proud of his 
power to utter this sourest word in 
human speech—when everybody was 
urging the magic word “Yes.” Hard- 
headed — straight - laced — unemo- 
tional—he brought his profession to 
the verge of the appearance of a 
Mortician Union. 























































































































The “Turn-Down” Expert 








NE day in the year he was all a- 
glow. That was the occasion of 

his annual report. He had kept a 
meticulous record (and expensive, 
too), of orders “turned down” with 
an elaborate summary of “why’s and 
wherefore’s.” It was an indirect 
powerful arraignment of certain 
sales folks who tried to “get by” with 
a bad order. On page 12 was the 
total business turned down, $38.500 
—equal to 3.1 per cent of the busi- 
ness. Here he rested his case with 
the intimation that his policies had 
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Wanted—A Creditman Who is a Salesman. 
Koukaaons Will 1S. ata P remium in [ost- Whar em 


By J. T. O’NEILL 


Credit and Collection Manager, West 
Publishing Company, St. Paul, Minn. 





“killed before hatching” a lot of other 
poor sales. At night he dreamed the 
boss said: “You must have saved us 
from getting $100,000 worth of 
business this year—we couldn't get 
along without you very well.” Some- 
times he would wake up in a cold 
sweat when he wasn’t sure the boss 
said “could” instead of “couldn't.” 


Wanted—a Creditman who gets un- 
alloyed joy with the “passed order” 
and who finds fault with himself 
and his credit equipment when a 
sale is “unmade.” Substantial start- 
ing salary, but must have a real 


sales record in his credit work and 
known as a tremendous builder of 
good will with customers and sales 


force. We will not worry about 
your age but we will worry about 
your present boss letting you go. 
Address Times-Express 4854. 





The easy twenties passed into the 
baffling thirties. Doc Nixie’s Com- 
pany was hurt: An outside business 
“doctor” was called in. He did some 
skillful operating in the production 
end. When he got to the business 
offices, he knew what to expect. De- 
partment lines had been drawn, lines 
like the irascible neighbor’s picket 
fence with plenty of barb wire on 
top. “Step over into my department 
and I will show you what war is.” De- 
partment heads (and Doc was not 
alone in this) were acting like “‘rela- 
tives estranged” which is the ulti- 
mate in warfare wherever found. 


Producers Always Wanted 

ETWEEN ourselves—here is a 
good place to pause for a burn- 

ing question—when a business is re- 
organized, whose heads go first into 
the basket? Generally and almost 
always—it is the fairly well paid 
office man whose job brings no busi- 
ness into the company. It may not be 
right and may not be fair, but it is 
usually goodby to the high price 
creditman, accountant, head _book- 
keeper, treasurer — money immedi- 
ately saved without hurting new, 
necessary incoming business—is the 
theory. Think of some dismissals 
that shocked you and answer—were 
they men vital or helpful in promot- 
ing sales when things were going 
wrong with the firm? 
Sales are still the sole generative 
torce of a private business. Without 
them in proper quantity there are no 
by-products of profits or good paying 
executive jobs. In normal times 
diminishing sales mean corporate 
death. Low credit losses assist profits 
—if there are profits. But sales, 
sales, sales must be the theme song 
that gets into every act, word or deed 
of every office executive or sooner of 
later he will be an “expendable.” 
Credit men have only given lip sef- 
vice to this crusade, although he has 
alwavs been in a position to be his 
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firm’s No. 1 producing salesman. 
But to go on with Ol’ Doc Nixie— 


A Lot of “Foolish” Questions 


A BRAND new General Manager 
was elected in Doc’s firm. Doc 
was called in the first morning and 
as he was telling his little wife that 
memorable night — “The new man- 
ager won't last long, he doesn’t un- 
derstand the job of a creditman, he 
wants to revolutionize things and of 
all the silly questions like—Have you 
ever sold for the Company on the 
road? Do you ever ask for a road 
trip? Do you know the selling argu- 
ments for every product made by us? 
Have you contributed any sales ideas 
that went over? Does every letter to 
a customer—form or personally dic- 
tated—casually mention some worth- 
while product or service of ours? 
Do you feel that Sales and Credit 
Departments should be separate and 
distinct? Do you believe once a slow 
pay, always a slow pay? Before 
turning down an order, how many 
schemes have you developed to get 
the order through? Do you some- 
times personally collect accounts and 
get customers’ personal reactions to 
your accounting and credit methods? 
Do you feel business letters should 
he formal or how hard do you study 
to make them human? Do you feel 
most salesmen try to pull deals? How 
often do you and the Sales Manager 
have lunch together? How much 
new business did your Department 
bring in last year? Do you feel after 
an order is filled that you have the 
responsibility for customers’ continu- 
ous good will—and his repeat orders 
—or whose job is it?” 


Credit Men Who Can Sell 


A® Doc told his wife—he was 

dumbfounded. Not one word 
about his fighting up through ranks 
from bookkeeper to credit manager ? 
What about his guarding his Com- 
pany’s money. and his painstaking 
record of “turn downs”? What about 
shaming customers who took un- 
earned discounts? What about the 
important job given him by his local 
credit association? Didn’t the new 
manager know of his correspondence 
course in law so he could help with 
suits against delinquent customers ? 
What in Sam Hill is expected of a 
trained Creditman—if they simply 
want another salesman—why not hire 
one? 
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But, nevertheless, Doc was asked 
to fold his tent and silently steal 
into the night—fortified with three 
months’ salary and a character refer- 
ence. Maybe it was a mistake. Doc’s 
wife was sure they would be calling 
him back when they realized their 
loss. 

But one thing was sure—Doc and 
some of his contemporaries of those 
times couldn’t qualify for answering 
the new manager’s ad for a modern 
creditman and if you don’t realize 
what modern business wants in a 
creditman today—brother—you bet- 
ter get around and wise up. There 
is still time. 

Thousands of young men will be 


coming back from the wars—many 
in their teens or early twenties who 
have had charge of others. New 
ideas—new visions—a new ruling 
generation! Let us have a part in 
the stirring all-out pilgrimage for 
sales—use our innumerable selling 
opportunities—before our old profes- 
sion is marked as a_ non-essential. 
But, don’t kid yourself. You nor 
anyone else have ever done enough to 
help get more sales, sales, sales. Re- 
member—you have the facilities for 
being your firm’s No. 1 producing 
salesman without detracting one iota 
from your highly respected specialty. 
Business will always want—A Credit- 
man Who Is a Salesman! 


Post-War Foreign Trade 


(Continued from Page 10) 


tions involved in this probable 
change of sources of supply. In 
1939, our imports of crude rubber 
and latex, principally from British 
Malaya and the Netherlands East 
Indies, exceeded _ 1,100,000,000 
pounds, with a value of approxi- 
mately $178,000,000, which is fairly 
normal, as indicated by an average 
of $167,000,000 for the period of 
1935-1939. Normally, the dollar ex- 
change created by us was used only in 
small part by those countries for pur- 
chases from us and found its way 
back to the mother countries, where 
it was utilized by them for purchases 
in the United States. In 1939 we 
sold the United Kingdom some 
$505,000,000 worth of merchandise 
and the Netherlands approximately 
$97,000,000 worth of merchandise. 
Part of the exchange used may be 
traced directly to our purchases of 
crude rubber in the Far East. 

Unless some other means are 
found to create exchange for both 
the United Kingdom and the Nether- 
lands, the obvious conclusion is that 
in general their purchases from us 
will be less. Rubber is mentioned 
because it lends itself to a simple ex- 
ample of the changing pattern of af- 
fairs of the future, but, addition- 
ally, we are encouraging the in- 
creased production in Latin America 
and to a certain extent in our own 
country of certain other raw ma- 
terials previously obtained in more 
distant parts of the world. 

So many intangibles are involved 
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in the world situation that it would 
be foolhardy to make a dogmatic 
statement as to the future of our ex- 
port trade and, therefore, all of the 
foregoing is given as food for 
thought rather than statement of 
fact. However, while our full efforts 
should be directed to the winning of 
the war, we can ease the burden of 
the post-war period by discussing 
those problems most apparent to us 
and by preparing to meet them 
through intelligent planning. 





Making Study of 
Civilian Needs 


HE Office of Civilian Require- 

ments is prepared to prevent pos- 
sible shortages of essential civilian 
goods, ‘an announcement from that 
department late in July declared. It 
is pointed out that the supply and 
production of some 1,000 civilian 
products are being carefully followed 
so as to be sure that proper allot- 
ments are made by the Requirements 
Committee of the War Production 
Board. 

This plan does not contemplate in- 
terference with the production of es- 
sential war materials but does hope 
to maintain the civilian economy above 
the bare necessity level. 

Permission to produce ten sorely- 
missed household articles, such as 
metal pot scourers, flour sieves. and 
carpet sweepers, was announced by 
the War Production Board late in 


July. 
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Withholding Tax 
May Set New 
Form of Liability 


In the June issue, Mr. Heimann 
presented as the theme for his 

Wi editorial “Trustees for Uncle 

Sam.” In this discussion Mr. 
Heimann pointed out the importance 
of placing all funds deducted for the 
account of our government because 
of the withholding tax or the Social 
Security remittances in separate bank 
accounts. He also stressed the point 
that such accounts should be definitely 
earmarked on balance sheets so that 
they will not be considered as avail- 
able for business operations. 

Of special interest to credit execu- 
tives in this connection is an editorial 
appearing in the August 12th issue of 
the New York Journal of Commerce 
which points out that failure to prop- 
erly trustee withholding tax funds 
may have a damaging effect on the 
credit position of a concern failing to 
follow such a plan. The Controllers 
Institute of America has made a spe- 
cial study of this new requirement 
placed on the shoulders of financial 
officers, but it is from the standpoint 
of credit that the National Associa- 
tion of Credit Men is interested in 
this subject. 

The text of the New York Jour- 
nal of Commerce editorial under the 
heading of “Withholding Tax Lia- 
bility” is as follows: 

“Employers, under pay-as-you-go 
taxation, face greater risks of defal- 
cation of funds than in many years 
past. Unless heavy personnel turn- 
over subsides and proper attention can 
be given to investigation of employees 
responsible for handling money, this 
condition may last for the duration of 
the war and into the post-war period. 

“The Revenue Act of 1943 places 
upon employers certain responsibili- 
ties in connection with the withhold- 
ing and payment of taxes. It pro- 
vides penalties for failure to live up 
to them, Section 1623 of the Act re- 
quires that “The employer shall be 
liable for the payment of the tax re- 
quired to be deducted and with- 
held * * *.” 

“With turnover of personnel at an 
all-time high, those responsible for 
sound management and the proper 
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discharge of any liability imposed by 
law have a greater number of untried 
and untested employes in responsible 
positions than ever before. The white- 
collar, frozen-salaried group is being 
hit harder, perhaps, than any other 
group in American industry by in- 
creased living costs and higher taxes. 
Manpower shortages and greatly ac- 
celerated business tempo make it ex- 
tremely difficult for auditors, account- 
ants and examiners to give as thor- 
cugh attention to transactions and 
records as in periods of normalcy. - 

“Under these conditions, it is esti- 
mated that the new tax plan will place 
approximately 17,000,000 income tax- 
payers on a fully current basis as far 
as 1943 tax liabilities are concerned. 
A large part of the $38,000,000,000 
of taxes to be yielded during the next 
fiscal year will be handled by employ- 
ers and their employes. 

“It is, therefore, important for em- 
ployers to reappraise the value of ade- 
quate fidelity coverage. Unless they 
are protected by suitable fidelity and 
blanket coverages in_ satisfactory 
amounts, they run the risk of learn- 
ing, to their sorrow, that defalcations 
have caused shortages in accounts 
and that they must discharge their 
liability by paying without delay all 
tax moneys due the Federal Govern- 
ment.” 

It is important when checking 
financial statements to be sure that 
this item of “Withholding Tax Lia- 
bility” is definitely and properly ac- 
counted for. The Publications Com- 
mittee of the National Association of 
Credit Men is arranging for a change 
in all financial statement blanks now 
in use when the present supply is ex- 
hausted so that this withholding tax 
liability may be properly shown, but 
in the meantime credit executives are 
urged to check on this important point 
sc that they will not be misled by a 
large showing of cash in the financial 
statement, most of which in fact be- 
longs to Uncle Sam rather than to the 
lsusiness. 





Termination Confab 
To Be Repeated in 
Three Other Cities 


Chicago: The conference on the Can- 
cellation of War Contracts under the 
auspices of the War Activities Committee 
of the Chicago Association of Credit Men 
at the Sherman Hotel July 21 proved so 
popular that other cities in the 6th Ord- 
nance District asked that it be repeated 
and similar conferences will be held in the 
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Twin-Cities, Minneapolis and St. Paul, 
Milwaukee and the Tri-Cities, Davenport, 
Moline and Rock Island. 

Lt. Floyd E. Beach will be in charge 
of the program and the following will take 
part: Brigadier General Thomas S. Ham- 
mond, District Chief, Chicago Ordnance 
District; Henry Isham, Chief, Planning 
Division; Lt. Col. George V. Rountree, 
Chief Contract Service; Lt. Col. Francis 
W. Parker, Jr., Executive Officer, Con- 
tract Service; Major Frank W. Renwick, 
Jr., chief legal branch, and other army 
and civilian officers of the District. 

The Chicago program consisted of a 
three act skit which proved most instruc- 
tive as well as highly amusing, a round 
table discussion and a period for questions 
and answers. The meeting lasted several 
hours and every conceivable situation was 
brought out and given a hearing. The 
Chicago Association of Credit Men issued 
a transcript of the conference in printed 
form covering 16 pages. These are avail- 
able at $2.50 each. 


Issues Bulletin 
On Budgets for 
Peace Conversion 


The National Association of Cost Ac- 
countants, 385 Madison Avenue, New 
York, has issued a special bulletin which 
may be of interest to treasurers and finan- 
cial executives covering the general sub- 
ject of “Business Budgeting with a View 
to Conversion from Wartime to Peacetime 
Conditions.” This monograph is written 
by V. Richard Bechtel, Budget Director, 
American Cyanamid Company, New York, 
and covers a wide range of subjects hav- 
ing to do with a reconversion to peacetime 
conditions. It also gives several examples 
of hypothetical budgets. 





Vorlander Names 
Committees for 
Minneapolis Year 


Minneapolis: Ed. C. Vorlander, Credit 
Manager, Minneapolis Honeywell Com- 
pany, is the President of the Minneapolis 
Association for the new Association year. 
Other officers are Vice President, Marshall 
A. Frost, Secretary, Minneapolis Iron 
Store; Councillor, Harold W. Swenson, 
Credit Manager, Reinhard Brothers. Presi- 
dent Vorlander has already announced the 
chairmen of five of the more important 
Association committees. 





A man was fumbling at his keyhole 
in the small hours of the morning. A 
policeman saw his difficulty and came 
to the rescue. 

“Can I help you to find the keyhole, 
Sir?” he asked. 

“Thash all right, old man,” said the 
other, cheerily, “you just hold the 
house still and I can manage.” 
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sure of protection. 

Corporate Sureties annually incur millions of dol- 
lars in losses caused by embezzlement by trusted 
“ employees—notwithstanding exhaustive investiga- 


k tion by underwriters. 


Modern business management demands’ proper 
protection. National Surety Honesty Insurance 
and Service are preferred by many. They are 
available everywhere through reliable and expeti- 


enced Agents and Brokers. 





INVISIBLE ARMOR 


| NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
4 Albany Street, New York 
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Business and Credit Problems After V-Day 


Major Snflucnces AMpfecting Sndustry 


Business men of the United 

States recently sent more re- 

Wu plies to a questionnaire on post- 

‘war planning than had ever been 

received to any sort of questionnaire 

sent out by a reporting organization 
of national scope. 

The same wide interest in the post- 
war era is evidenced by the presence 
of the subject on programs wherever 
men come together. 

That fact in itself is a thing of 
good omen, but it guarantees nothing. 
Analysis of the questionnaires and 
press notices on various meetings 
disclose a variety of conflicting ideas 
which reflect the cross currents of 
private and individual interests. Per- 
haps that is natural and it may be that 
it is just our “American way,” but 
our stake is too great for “muddling 
through” to be satisfactory any 
longer. We need to take ourselves 
into the clear atmosphere of a moun- 
tain top where in calm deliberation 
we may view the full scope of what 
lies behind and the forces now at 


play. 


Now at High Tide 


A ND from such a vantage point we 
could not fail to recognize that 
the fortune of mankind is riding the 
strongest tide that has ever carried 
it forward. The shrunken globe is 
engulfed and the currents that sweep 
us to better or worse will have equal 
force on the fate of every other na- 
tion. Where we shall stand when the 
tide runs out it is, I think, impos- 
sible to predict. That rests in the 
hands of our leaders, in whom we 
have faith. But we have the prece- 
dence of all history for saying that, 
in the end, whatever may be the fate 
of any political group, mankind will 
emerge on a higher level than ever 
before attained. 
And, if that be true, then I know 
of no more impelling reason for ex- 
pecting our leaders in business and 
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By PAUL J. VIALL 


Chattanooga Medicine Co., 
Chattanooga, Tenn. 


government to so guide our course 
as to assure for us a place in the fore- 
front of those who build a new era 
that will support an enduring peace. 

Such a peace is no dreamer’s will- 
o-the-wisp. It is the only thing that 
all the suffering and expense of this 
war adds up to. We are drenched in 
the blood of another war so soon be- 
cause we lost the peace of the last 
one. Totalitarian philosophies were 
no accident. They grew from the 
seed sown in the “peace” of the last 
war. Our struggle for existence to- 
day is against a Frankenstein we 
helped to create. Our fight is no 
crusade. We are in it because our 
war of life—and by that I mean our 
economic pattern—could not exist 
side by side with totalitarian states, 
which honestly requires that we ad- 
mit is no more than the form taken 
by the masses of restrained peoples 
striking to throw off the shackles of 
an unworkable peace. 


We Must Continue to Fight 


E had no alternative but to fight 

again. We have applied our- 
selves to the task in a way that now 
assures victory at arms. But that 
alone will not justify the price. To 
survive in the era that follows will 
require the same qualities of “Blood 
and guts” in the right directing of 
commerce. 

I am not thinking of the mechanics 
of your business or mine, for we will 
continue the sound fundamental prac- 
tices of our industries in so far as 
we have the power to exercise judg- 
ment and control. 

I am thinking rather of the major 
influences that affect us all to a de- 
gree beyond the power of an indi- 
vidual or an industry to control. 
Upon those things rests our fate 
down to the least among us. 


They may be grouped conveni- 
ently into national and international 
questions, the first of which is more 
immediate, for even now some of 
them press upon us. 

Perhaps the most immediate influ- 
ence in point of time is that of 
inflation. The outcome of the pres- 
ent effort to hold control over the 
trend toward depreciation of our cur- 
rency will have very far-reaching 
post-war effects. Your guess as to 
the outcome is as good as mine. But 
we can say with certainty that it is 
not time for political horse trading 
and unless the movement of prices is 
held to an orderly trend we shall 
suffer irreparable injury to our econ- 
omy and to our position among 
nations. 


What of the Bureaucrats? 
ANOTHER question with us now 


is whether we shall continue to 
pyramid bureaucratic controls over 
our business operations or, by op- 
eration of our democratic processes, 
require a recession to a reasonable 
ground that will afford adequate pro- 
tection of public interest and leave 
the operation of businesses to experi- 
enced business men under govern- 
ment by laws rather than by men who 
in their bureaus are prosecutor, judge 
and jury without the right of judicial 
review, in many cases, of decisions 
supported by evidence—not  sup- 
ported by the preponderance of evi- 
dence judged by a jury of disinter- 
ested men, but merely by evidence 
developed by bureau employees to 
support the findings they feel are 
required to protect America from 
American business men. It is no 
criticism of any particular agency to 
say that the system as a whole suf- 
fers from such an overabundance of 
growth that a great deal of pruning 
would benefit both it and the busi- 
ness community from which it de- 
rives its sustenance. 
The national debt is a matter of 
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great concern. But, without depreci- 
ating its importance, I view it with 
less apprehension than other things 
which bear directly upon the’ char- 
acter and moral fiber of our people. 
The weight of debt is always rela- 
tive. A man employed full time can 
carry without difficulty an obligation 
that would be impossible with part- 
time employment. And, as all credit 
men know, a man who has both op- 
portunity to work and those fine 
traits of character which make him 
choose a more frugal mode of life, 
that he may sooner be free of debt, 
is a far more acceptable risk than one 
who is content to let obligations 
stand. 


Debt Is Not the Big Problem 


ANOTHER factor of debt is the 

direct cost. High interest rates 
perhaps have done more damage than 
the principal on which they were 
charged. National debt of 200 bil- 
lion dollars at 2 per cent costs no 
more than 100 billion dollars at 4 
per cent. And 200 billions with na- 
tional income sustained at 100 bil- 
lions a year can be retired with far 
more ease than half the debt at half 
the income. Our debt, large as it is 
becoming, need not mean national 
bankruptcy nor repudiation in any 
form. 

If we marshal our forces as well 
for the tasks of peace as we have for 
the tasks of war. the results should be 
equally favorable. Naturally, the 
level of employment is the yardstick 
by which that effort will be measured. 
Let me amend that and say the level 
of bona fide employment, for there 
will be employment of one kind or 
another in the immediate post-war 
period and for a considerable time 
thereafter. Either it will be supplied 
by private enterprise in constructive 
progress that makes men strong ot 
mind and spirit and body, or it will 
be of the public works variety that 
when long sustained will sap the will 
of those who must lean upon it and 
deprives their children of the heri- 
tages of home and opportunity which 
they are entitled to expect in a land 
of free men worthy of the name. 


Confidence in Future 


SAID at the outset that much talk 
and widespread interest in the 
post-war era guarantees nothing. But 
I have tangible reason to be confident 
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To Minimize Mechanical 


Interruptions in the Office 





A phone call brings a Burroughs service man when 
you need him, but it’s far wiser to arrange with 
Burroughs for periodic inspection, lubrication 
and adjustment of your Burroughs machines, so 
that emergencies, and the delays they entail, may 
be prevented. The standard Burroughs Service 
Agreement affords this protection by providing: 
1. Systematic inspection, lubrication and 
adjustment of your Burroughs machines 
at regular intervals. 


2. Emergency service as needed. 


3. Genuine Burroughs parts installed as 
needed. 


4, Service by expert service men, trained, 
supervised, paid by Burroughs. 


5. All work guaranteed by Burroughs. 


Inquire at your local Burroughs office how you can 
obtain Burroughs service at a low, predetermined 


cost, or write— 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 



















MANUFACTURING 
FOR WAR 


The manufacture of aircraft 
equipment for the Army Ai: 
Forces, and the manufacture 
of Burroughs figuring and 
accounting equipment for the 
Army, Navy, U. S. Govern- 
ment and the nation’s many 
war activities, are the vital 
tasks assigned to Burroughs 
in the Victory Program. 
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that the level of employment in our 
country will suffer a minimum of 
shock in the transition from war and 
will be quickly expanded to meet the 
new needs and new opportunities. 
That confidence is based on the ac- 
tivities of The Committee for Eco- 
nomic Planning, a non-political or- 
ganization conceived and inaugurated 
by about twenty of our most promi- 
nent national industrial leaders. All 
of you, no doubt, have read consider- 
able about the work of this organiza- 
tion in the press and various peri- 
odicals. It is dedicated to the sole 
task of giving business scientific 
leadership for keeping employment at 
the highest possible level. For months 
economists and trained business ex- 
perts employed in the research de- 
partment of the Committee have been 
at work establishing facilities for aid- 
ing every business in the country that 
will avail itself of the opportunity to 
plan for both products and markets 
to meet the conditions ahead. 

Never before in the history of 
American business have business men 
taken such intelligent steps to meet 
their responsibility. Every industrial 
community in every Federal Reserve 
District is being organized. And if 
my own section is a fair example of 
the general response to the call of 
the committee, it is assured that 
strong leadership will carry the plan 
to effective consummation. Your ef- 
fort and mine added to that of multi- 
plied thousands of others in this 
planned way will be the progressive 
force that will preserve and advance 
our American way of life against the 
alternative of temporary economic 
sedatives administered by political 
leaders in the field of business where 
they. have neither talent nor proper 
place. 


We Get What We Deserve 


D O not take that as an indictment 
of political leadership. I hold 
that as a nation we get what we de- 
serve. We have the power through 
planning and positive action to make 
it what we will. It is only when we 
fail that political leadership can take 
the wheel and do the driving for us. 
In the past our interests have been 
expressed too much in power groups 
that have had only selfish ends to 
serve, and whenever that is true our 
political leadership cannot be ex- 
pected to rise above it. 
It is therefore necessary that we 
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give equally serious attention to the 
matter ot our political leadership, for 
particularly in the field of foreign in- 
tercourse our affairs of state and 
affairs of business must go hand in 
hand. Relevant data is not available 
and neither is there time here to go 
into much detail, but some things 
seem quite certain. 

First there is the political neces- 
sity of feeding and clothing the peo- 
ple of ravaged countries as they are 
freed from enemy occupation, to give 
them sustenance while the problems 
of rehabilitation are being worked 
out to conform to the new global pat- 
tern. It is vital that very definite 
steps be taken to keep the world free 
of the totalitarian virus, and un- 
doubtedly the strongest prophylactic 
will be the promotion everywhere of 
fundamental economy comparable 
with broad and enlightened regard 
for the rights of free men in a world 
where all men are neighbors. 

It is inevitable that we share with 
England responsibility for such 
leadership, or, if England fails, that 
we give the leadership alone. That, 
I think, we are prepared to do. It is 
no easy undertaking in any event, 
but our sinews are hardened from 
vastly more experience than at any 
previous time in the fine arts of gov- 
ernment, business and political di- 
plomacy, and down-to-earth trading 
in the marts of the world. 


The Responsibility We Face 
HAT responsibility is ours be- 


cause of the position we occupy 
and also because of the necessity 
from the standpoint of our own in- 
terests for having employment sus- 
tained at a high level for a very long 
time. There would be no way of es- 
caping it if we desired. So, it is 
fortunate that we have the means to 
carry through. 

It is reliably reported that only a 
few months hence, our navy will be 
at a strength equal to the combined 
strength of all others. 

Our merchant marine is being 
tremendously expanded both in ships 
and personnel. 

Our armed forces are training men 
in the geo-politics of countries with 
which we will have to deal. 

There are other things which might 
be mentioned, but these suggest the 
quality of our preparation for the 
task abroad, as the work of the Com- 
mittee for Economic Planning indi- 
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cates the sound approach at home. 

We will be dealing with a domes. 
tic situation and with a world more 
liquid than at any point of modern 
history. 


Individuals are becoming free oj 
personal debt, by reason of full em- 
ployment and legal limitations on in- 
stallment buying—plus the scarcity of 
goods to buy and price control regu- 
lation. 

Industries have been forced from 
intrenched positions by the necessity 
for full conversion to war production 
and by the pressure of new materials 
and new methods born of the necessi- 
ties of war. 


Old Barriers Are Broken 


LD barriers of international 

alignments, the dominance of 
long established vested business in- 
terests, even old enmities, are being 
broken down. Multiplied millions of 
people are being unleashed and pro- 
pelled forward. Asia, for instance, 
has 53 per cent of the world’s popu- 
lation, not including Russian Siberia. 
There is sound reason to expect that 
in China, India and the East Indies 
there will be industrial developments 
following the lines of more advanced 
countries. To my personal knowledge 
there are now residing in this coun- 
try a number of trained Chinese en- 
gineers studying the methods of the 
Tennessee Valley Authority. Through 
them the good of the work done in 
our valley will flow to the valley of 
the Yangtze and then flow back in the 
form of greater trade made possible 
hy the improved condition of these 
people. 

Great strides have been taken 
toward improving our relationship 
with the peoples of Central and South 
America. Our opportunities and our 
obligations there are obvious and 
need not be dwelt upon. It is our 
natural field of influence and we 
must not fail to overcome by good 
and strong good neighborness what- 
ever may remain of old ill will. There 
is greater mutual need for common 
bond in peace than in war. 


Money Is Not Always Bad 
HERE is an old saying that 


money is the root of all evil. Cer- 
tainly it is the handmaiden of many, 
but it is also the vehicle of much 
good and the assurance of stable 
money is an indispensable accessory 
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to the post-war progress. Plans al- 
ready disclosed by our government 
and by the English government in- 
dicate that there will be established 
an adequate means of exchange 
which, by reason of our strong con- 
trol and theirs will not be subject to 
manipulation. Because of its tre- 
mendous importance, it is reasonable 
in the light of other planning to take 
that for granted. 

We are on the high road to ad- 
venture where fears and misgivings 
should be left behind, for we have the 
high privilege of opportunity to solve 
our own problems by a course which 
at the same time may aid in bringing 
the great freedoms to other peoples 
around the globe in such measure as 
their customs and circumstances will 
permit them to absorb. If we are 
willing to live by a hard code of 
labor and frugal habit, as totalitarian 
people have been taught to do, and 
apply to our relations everywhere the 
code so long embraced in our per- 
sonal lives it is reasonably possible 
that from the base metals of com- 
merce and trade the practice of such 
alchemy may produce, not an era, but 
an age in which credit men and busi- 
ness men in all capacities may devote 
their full energies to the pursuit of 
competitive commerce under a code 
which cherishes the right of all peo- 
ple to engage in free enterprise inso- 
far as their social and economic de- 
velopment is amenable to participa- 
tion without unconscionable injury to 
others. 


New Priorities Regulation 
Controls Bankruptcy Sales 


DJUSTMENT Bureau Manag- 

ers and those charged with the 
job of sélling certain stocks from 
bankruptcy estates should carefully 
tread Priorities Regulation No. 13 as 
Amended on July 19, 1943. This re- 
vised Regulation in general covers the 
sale of materials by those who are not 
inthe regular business of selling those 
materials. It sets forth that “this 
Regulation also controls liquidation 
sales, bankruptcy sales, auction sales 
and other sales which are not con- 
sidered sales in the regular course of 
business.” Those interested should 
apply to the nearest office of the War 
Production Board for a copy of 
PR-13, July 19, 1943-War Board- 
6783 
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20 YEARS OF PROTECTION 
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The Post-War Balance Sheet 
ait in Brings Vow Social to y ze 


By JOHN MILLER 
The Norton Co., Worcester, Mass. 


We, as credit men, think we have 
a headache under present condi- 
tions in dealing with contractors, 
sub-contractors, the Army, Navy, 
etc., but contrasted to what we will 
have at the end of the war, it will be 
only a slight chill compared to a bad 
case of double pneumonia, and I firm- 
ly believe what we do now will have 
considerable effect in hastening the 
crisis and lead to the inevitable period 
of convalescence. 

Personally, I am not particularly 
concerned about the well-managed 
company which, over a period of 
years, has successfully merchandised 
its product in established channels, 
but rather the manufacturer who has 
become established in business within 
recent years and whose success or 
failure depends entirely on contracts 
obtained because of the world con- 
flict. He has no nationally adver- 
tised or standard product to sell and 
when hostilities cease, as far as fu- 
ture business is concerned, almost 
without exception he is finished. He 
came into being because of the in- 
ability of the established concerns to 
handle the enormous increase in or- 
ders which were placed wholly be- 
cause of the emergency. 


The V-Day Picture 


ITH money advanced by prime 

contractors or direct by the gov- 
ernment and while the volume of 
business continues without interrup- 
tion, perhaps the majority of these 
firms can maintain their position 
and retire their maturing obligations 
in a satisfactory manner while their 
inventories are turning over rapidly 


and being converted into Accounts. 


Receivable and Cash. What will 
happen when contracts are cancelled 
and inventories of special material 
are frozen? A manufacturer of this 
type is dependent upon moving in- 
ventories to meet his payrolls, inter- 
est charges, merchandise obligations 
and refunds on advance payments. 
Take as an example a manu- 
facturer of Aircraft Parts (and these 
are actual figures), established in 
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early 1942. As of February 28, 1943, 
they have cash in the bank of ap- 
proximately $70,000, Accounts Re- 
ceivable of $12,000. Merchandise of 
$162,000 or a total Current Assets of 
$244,000. Their: Liabilities include 
$42,000 Accounts Payable, $200,000 
advances on contracts, accrued taxes 
and loans of $16,000 or total liabili- 
ties of $258,000. Capital Stock and 
Surplus is $53,000. In other words, 
their liabilities were approximately 
five times the amount of their net 
worth. Incidentally, their profit for 
the year ending February 28, 1943, 
was $8500 on sales of approximately 
a quarter of a million dollars. 
Here is a case where the creditors, 
outside of the advances on con- 
tracts, have as much invested in the 
business as the owners. While I have 
chosen this as an illustration, there 
are hundreds and, perhaps, thousands 
of concerns, some larger, some 
smaller, in a similar position. 


Creditors Play Second Fiddle 


T is amazing, when reading the 
reports coming over our desks as 
credit men, to see the dividends that 


24 


are being paid out in the face of 
large liabilities for loans, advances 
and taxes. These are the firms we 
will have to watch because where 
their own investment is limited they 
do not have the same interest in pro- 
tecting the investment of the sup- 
plier, and the supplier always plays 
second fiddle to the bank or con- 
tractor advancing money as loans. 

What I have said might lead you 
to believe I am a “pessimist,” but | 
hope I haven’t left that impression. 
I have no doubt you are all thinking 
along the same line and are prepar- 
ing to meet the situation when it 
arises. 

The gigantic war program which 
last year sent production skyrocket- 
ing to unprecedented levels failed to 
increase corporate net income of in- 
dustrial companies engaged princi- 
pally in manufacturing. Reflecting 
heavier taxes and higher operating 
costs, 817 companies reported for 
1942 total net income of $2,244- 
143,720, a decline of 15% from the 
$2,624,948,364 in the previous year. 
Of the 93 industries covered, only 
20 were ahead of 1941. Earnings 
before tax deductions, in the majority 
of cases, well exceeded those of the 
preceding year, with record earnings 
enjoyed by a great number. 


What of Government-Owned 
Plants 


E are probably more conscious 

than anyone else of the prob- 
lems confronting industry because of 
the tremendous Government invest- 
ment in plants and equipment. The 
question uppermost in our minds is 
the disposition of these production 
facilities and what effect will it have 
on the economy of the country. | 
can hardly believe that the Govern- 
ment would wish to operate these 
plants in competition with established 
business even on a partnership 
basis. This question has been uppet- 
most in the minds of a great many 
executives and it is heartening to 
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uote the following from the Boston 
News Bureau : 

“With a view to aiding Congress 
in developing a sound program for 
the disposition at the end of the war 
of government-owned war plants and 
equipment, valued at over $12,000,- 
000,000, industrialists have initiated 
studies designed to assist in the 
eventual sale of such properties to 
private enterprises. The program is 
said to be indicative of the determi- 
nation of business men to head off 
any movement looking toward a 
partnership by government with in- 
dustry in the post-war operation of 
sich plants. Industrialists have 
been heartened by reports that the 
government intends to dispose of its 
war plants to private enterprise.” 

There does not seem to be much 
point in one credit man discussing 
with another such things as balance 
sheets, etc. But we read so much 
these days about Post War Planning 
that perhaps it would not be out of 
place to give my own ideas on what 
I would call “The Post War Bal- 
ance Sheet.” 










A Look Over the Record 


] ET us go back and see how we 
ad . ° . 

stood as a nation in the Civil 
and World War periods. In 1860 
our population was approximately 
31,500,000 and our national wealth 
was $16,000,000,000. In 1920 our 
population was 105 million and our 
national wealth 300 billion dollars. 
This means that in the Civil War 
period of 1860 our per capita 
wealth was approximately $500, and 
in 1920, or the First World War pe- 
riod, approximately $2900. Now 
take the present. In 1940 our popu- 
lation was 131 million and our na- 
tional wealth approximately 350 
billion or a per capita of $2700. 
There is really no object in quoting 
these figures except for the purpose 
of striking a balance sheet. These 
are our assets. Now, what about 
our liabilities as a nation. I couldn’t 
find any authentic figures regarding 
our National debt during the Civil 
War, but in the First World War 
period I find our Federal Debt in 
1920 was 24 billion dollars. 

Now take our national wealth in 
the World War period and we find 
this to be $300,000,000,000, as quoted 
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before, and it is easy to figure a 12% 
times ratio. Taking our national 
wealth in 1940 as $350,000,000,000 
and our national debt in 1940 as 
$43,000,000,000, we figure about 8% 
times ratio. It is expected that at 
the end of this World War we will 
have a national debt of about $200,- 
000,000,000, and I venture to say 
the ratio of debt to national wealth 
will be, to say the least, consider- 
ably smaller. 

In concluding, let me sum up what 
I think will be our Balance Sheet at 
the end of this war. 


Assets 


Large natural resources 

Our larger and most important 
manufacturers in sound financial 
condition 

Good management 

Widespread investment in Victory 
Bonds by the public 

New processes and techniques 

Last, but not least, the inherent 
common sense of the American 
people 


Liabilities 
National debt 





Never have Personnel Statistics been so 
important. Government requests for 
analyses of Personnel Records are 
increasing. Company interest in these files 
is at a peak because of their relation to 
the manpower needs of the armed services 
and essential industries. 

Why thumb your way through thousands 
of cards for wanted data when you can 
apply McBee Keysort and get it quickly 
and accurately, without the use of trained 
operators or costly machinery and 
equipment? 
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Check the 
advantages of 


Burroughs 
Discount 
del dake ht-) 

Plans 





SMALL You save 10% to 40%, 
QUANTITIES discounts on some types 
of supplies beginning with orders 
for as little as $10 worth. 


COMBINED It’s easier to earn dis- 
PURCHASES counts, because they are 
based. on combined purchases of 
various types of supplies; for ex- 
ample, purchases of carbon paper 
help you to earn larger discounts 
on ribbons, and vice versa. 


BRANCH If you have branches 

ORDERS or affiliates, your dis- 
count rate is established by the 
combined purchases of all branches 
of your company, and all branches 
benefit by that rate in ordering sup- 
plies from their local Burroughs office. 


FRESH You are assured fresh 
SUPPLIES supplies, without storage 
problems, because delivery of sup- 
plies is made as you need them. 
fe 2 oe 


Send for full details, prices and 
discounts for the purchase of roll 
paper and inked ribbons for practi- 
cally all makes of business machines, 
carbon paper for every need, journal 
paper and other supplies. Call your 
local Burroughs office or write direct 
to Burroughs Adding Machine Co., 
Detroit 32, Michigan. 


Burroughs 


SUPPLIES FOR 


Placement of returning soldiers in 
jobs 
Governmental bureaucracy 


Revulsion Against Bureaucracy 


REGARDING the latter, I think 

the public will have become so 
sick of Government in business that 
there will be a complete reversal of 
opinion in this respect; in fact, it is 
already taking place. 

Again I repeat I don’t want to be 
considered a pessimist. There are 
some intangibles which cannot be 
taken into a balance sheet. Good 
management is one. It cannot be 
estimated in dollars and cents, but it 
is always present and is represented 
by results. There is not much dif- 
ference between poorly managed 
commercial enterprise and a_ badly 
run government. Assuming we are 
going to have a well-managed econ- 
omy, then there is no limit to what 
we as a people can accomplish. We 
can properly amortize our national 
debt, cash in on our limitless na- 
tional resources and our inventive 
genius and give to the world the 
benefit of our mass production. I 
have in mind the great potential 
markets of the world such as India 
and China. When one looks back 


and considers the outlook our fore- 


fathers had with their lack of mod- 
ern conveniences, modern transporta- 
tion and education, one can hardly 
grasp the opportunities which lie 
ahead. 





Small Plants Boost 
Their War Production 


HE July issue of Survey of Busi- 

ness, a monthly publication of the 
Department of Commerce, indicates 
that 60% of small manufacturing 
plants are now engaged in war pro- 
| duction. This announcement was 
made after a canvass of 3,446 firms 
operating in several lines of normal 
production and representing all sec- 
tions of the country. The sample 
used in making this survey is thought 
| to be quite typical of the total of 
nearly 62,000 smaller plants employ- 
ing from one to 125 wage earners. 

Nearly one-third reported that they 
could at least double their present 
production. Fifteen per cent said 
they could arrange increases from 50 
to 100 per cent and 25 per cent indi- 





BUSINESS MACHINES 


BURROUGHS ADDING MACHINE COMPANY 








cated they could increase output from 
| 1 to 49 per cent. Altogether, 71 per 








cent reported they could increase oyt 
put. However, 63 per cent commente 
that they were having difficulty get 
ting enough labor and 62 per cen 
that they were faced with material 
shortages. 

For most of the firms the backlog 
of orders was very small, only 7 pe 
cent being committed for six month 
or more. 

In reply to a question on prospects 
for 1943, 27 per cent found the out. 
look better than in 1942, 24 per cent 
about the same, 27 per cent not a; 
good, 5 per cent that they would have 
to close and 17 per cent could not tell 
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Detroit C Men 
To Give Dinner 
For Natl. Board 


Detroit: The members of the Detroit 
Association of Credit Men will hold the 
first monthly dinner of the fall season on 
Thursday evening, September 23, in the 
Crystal Ballroom of the Book-Cadillac Ho- 
tel. This is the evening of the first day of 
the fall meeting of the Board of Directors 
of the National Association of Credit Men 
which is scheduled for September 23rd, 24th 
and 25th at the Book-Cadillac Hotel. The 
dinner meeting has been scheduled by the 
Detroit Association as a means of getting 
acquainted with the visiting Directors. 

It is expected that the Board meeting will 
occupy the time of the Directors for three 
full days at this fall meeting. 





Membership Gain 
In July Largest 
In Past 5 Years 


The July membership report, issued early 
in August, shows that 138 new members 
were registered during the month which is 
the largest number of members enrolled in 
any July in the past five years. One other 
important feature is that the smallest num- 
ber of resignations also were reported dur- 
ing the month and the net increase was 
therefore the highest in the last five years. 

The membership report gives special 
compliment to the Philadelphia Associa- 
tion on the completion of thirty-six months 
or three years of consecutive net member- 
ship gain. Chicago is complimented for 
having enrolled 53 during July. 





Clevelanders 
Give Farewell for 
Sec. Hugh Wells 


CLEVELAND: The members of the Cleve- 
land Association of Credit Men gathered 
at the Wade Park Manor on Tuesday 
evening, August 31st, for a testimonial din- 
ner in honor of Hugh Wells who on that 
night turned over the office of Executive 
Manager to Kenneth S. Thompson, for- 
merly Executive Manager at the Whole- 
salers Credit Association of Oakland. W. T. 
McWade was chairman of the special com- 
mittee in charge of the farewell dinner. 
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New Jersey to Start 
Fall Season With 
Outing and Banquet 


Newark: The New Jersey Association 
of Credit Men is planning a big opening 
dinner on September 16th at the Suburban 
Golf Club, Union, N. J. The plan is for 
the members to spend an afternoon at golf 
followed by dinner and an address by 
David A. Weir, Assistant Executive Man- 
ager of the National Association of Credit 
Men: Invitations have been issued to Na- 
tional officers and directors in the Eastern 
area, and acceptances have been received 
from several. It is the plan of the New 
Jersey Association to make this event a 
big “break out” for the fall season. 





Rotarians Hear of 
Accomplishments of 
Fraud Department 


William G. Betsch, Vice President of the 
William Iselin & Co., Inc., New York, and 
Chairman of the Fraud Prevention Com- 
mittee, N.A.C.M., in a recent address be- 
fore the Jersey City Rotary Club described 
the history of the fraud prevention ac- 
tivities of the National Association. He 
pointed out that the department has han- 
dled 4,187 investigations, has accounted for 
1,692 convictions, and has recovered more 
than two million dollars for creditors. 
These activities have materially reduced 
commercial fraud and broken up credit 
racketeering activities. He pointed out 
further that the work of the Fraud Pre- 
vention Department has served as insur- 
ance against commercial fraud as _ the 
“Crooks know from experience that the 
Fraud Prevention Department never com- 
promises with credit crimes.” 

Mr. Betsch explained that while the 
original fraud prevention fund was used 
on a nationwide clean-up process, the work 
is now carried on mostly in the New York 
market by a number of leading textile 
merchants and by certain other groups in 
other localities. 

“The creed of the credit man organized 
to fight commercial fraud is ‘an ounce of 
prevention is worth more than a pound of 
cure,” said Mr. Betsch. “This is what is 
meant by fraud prevention. We fight every 
crime of that type. In so doing we dis- 
courage others who may contemplate sim- 
ilar credit schemes to defraud.” 
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Credit Fraternity 
Fund Reports on 
Its Accomplishments 


New York: A folder issued during Aug- 
ust by the Credit Men’s Fraternity, Inc., 
formerly known as the Credit Fraternity 
und, Inc., presents some interesting and 
informative facts about the operations of 
this organization. The title of the folder is 
“The Human Side of Business”. 

The folder states that the objects of the 
Association are: 

1. To assist unemployed credit men in 
finding jobs in the shortest time possible 
and without cost to them or their em- 
ployers. 

2. To alleviate the suffering, hardship 
and distress caused by unemployment, 
through the extension of aid and assistance 
to deserving unemployed men and women 
who have been engaged in the field of 
credit management or assisting in that ca- 
pacity. 

3. To assist victims of economic depres- 
sions, changed business conditions or un- 
controllable adversity. 

4. To investigate and determine, insofar 
as possible, the causes for unemployment 
in the field of credit management and to 
take necessary and appropriate action, con- 
sistent with the purposes of this organiza- 
tion, to reduce such unemployment. 

It also gives the very interesting informa- 
tion that from March 25, 1940 to July 1, 
1943, it had placed 412 in credit positions 
out of a total number of 497 applicants. 
During that period 68 men had received 
help from the organization at a total cost 
of $10,038.71. Edward F. Addiss is Chair- 
man of the Board with Henry Meckaner as 
President. 


Brazil Vice-Consul 
Speaks to Chicagoans 


Chicago: V. P. Gatti, Vice Consul in 
Chicago of the Republic of Brazil, spoke 
before the regular monthly meeting of the 
newly organized Foreign Trade Group of 
the Chicago Association of Credit Men at 
the La Salle Hotel, Thursday noon, Au- 
gust 19. More members are joining the 
group every week and a most interesting 
program has been outlined by the Foreign 
Trade Division Committee of the Asso- 
ciation. 
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Toledo “C” Men 
Try Hand at 
Prognosticators 


ToLepo: At the Credit Round Table 
meeting early in August the members were 
asked to show their skill as economic fore- 
casters with the following results as to 
questions and answers: 


1. Will any of the 48 States be bombed? 
Yes 6 No 28 
2. Will rationing be further extended to 
other commodities? 
Yes 29 No 5 
3. Will production of Consumer goods he 
resumed on a substantial scale? 


Yes 6 No 28 

4. Will the personal Federal tax rate be 
. increased? 

Yes 13 No 21 


cr 


Will the Burma Road be rctaken by 
the United Nations? 

Yes 10 No 24 
6. Will Congress adopt a Reiail Sales 
Tax? 

Yes 2 No 32 
Will the United Nations have retaken 
part or all of the Philippine Islands? 
Yes 4 No 30 
8. Will Turkey be an active Participant 
on the side of the United Nations? 


~l 


Yes 10 No 24 
$. Will the “Little Steel’ Formula be re- 

vised? 

Yes 18 No 16 


10. Will the United Nations be established 
in any -part of Europe other than 
Russia and Italy? 

Yes 25 No 9 

11. Will Japan be driven entirely from the 
Aleutian Islands? 


Yes 26 No 8 
12. Will OPA, as such, be in existence? 
Yes 26 No 8 


13. Will there be unity and undisputed 
control in a French Government? 
Yes No 27 

14. Will the Islands of Japan proper be 
bombed further? 


Yes 24 No 10 
15. Will Germany be out of the War? 
Yes 5 No 29 


16. Will Russia and Japan be at war 
against each other? 
Yes... No 34 
17. Will Compulsory Savings be a part 
of the adopted plan of the U. S. 


Government? 
Yes 3 No 21 
18. Will Coffee and Sugar be removed 


from the ration commodity list? 
Yes 25 No 9 
19. Will Synthetic rubber tires be avail- 
able for cars having only “A” ration 


coupons? 

Yes 6 No 28 
20. Will employment be as great? 

Yes 21 No 13 


Court Rules That 
Insurance Is Not 
Trust Violator 


The anti-trust action by the Government 
against the Southeastern Underwriters As- 
sociation, which charged a violation of the 
Sherman Anti-Trust Act through alleged 
“conspiracy to fix and maintain arbitrary 
and non-competitive rates on fire insur- 
ance,” has been dismissed by Federal 
Judge E. Marvin Underwood in the At- 
lanta Federal District Court. Judge Un- 
derwood held that the business of insur- 
ance does not constitute “trade” or 
“commerce” within the meaning of the 
Sherman Act and that all insurance writ- 
ten in a state is covered by rules set out 
by the state government through its insur- 
ance department. 
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Our Distaff Side 





MitwavukEE: Miss Loretta M. Fischer, 
President of the Milwaukee Credit 
Women’s Club, has just been elected to the 
office of Assistant Secretary-Treasurer of 
the George Ziegler Company where she has 
been employed for some time. Miss Fis- 
cher, in addition to being a leader in the 
Milwaukee Credit Women’s circle, has also 
taken a leading part in the meetings of the 
credit women at National Conventions. 
Miss Fischer started with the Ziegler Com- 
pany before her school days were finished. 
Her first job was that of stenographer. 
After completing a course at the Marquette 
University Night School, she was advanced 
to the bookkeeping department and later 
appointed Office Manager and now has re- 
ceived important recognition for her ability 
and resourcefulness with her election to the 
position of Assistant Secretary and Treas- 
urer. 


MILWAUKEE: Members of the Milwaukee 
Credit Women’s Club held an outing at 
Holy Hill on Saturday, August 21st which 
was followed by dinner at the Fox and 
Hounds Inn. 


Chicago: Something different in the 
outing line was enjoyed by the Credit 
Women’s Club of Chicago of the Chicago 
Association of Credit Men Saturday, 
August 14, at the annual summer gather- 
ing. The members enjoyed luncheon at the 
Hearthstone Tea Room in Winnetka, the 
north shore suburbs, and the afternoon was 
spent on the beach and at an adjacent park. 
Luncheon in the early evening preceded a 
delightful musical program at the famous 
Ravinia Park. 


Cuicaco: Miss Antoinette Rehrauer, one 
of the active members of the Credit 
Women’s Club of the Chicago Association 
of Credit Men, has been honored by the 
appointment as Assistant Secretary of the 
Peerless Confection Company where she 
has been emploved for a number of years. 





Promotions 





New York: Edward H. Niehaus, for 
several years Credit Manager of Butler 
Bros., New York branch, has been pro- 
moted to the position of Manager of the 
New York unit of this large wholesale mer- 
chandise establishment. 





Kansas City: J. E. Woodmansee, for- 
merly President of the Kansas City As- 
sociation of Credit Men, has just been 
elected President of the Richards & 


Conover Hardware Company of that city. 
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Syracuse Plans 
Big Program for 
Tri-State Meet 


Syracuse: The Tri-State Credit Con- 
ference will be held this year at Hotel 
Syracuse, Syracuse, N. Y., on October 12th 
and 13th. This is one of the largest meet- 
ings of Credit men held during the year and 
draws attendance from all of the New York 
State Associations, from New Jersey and 
Eastern Pennsylvania. 

The conference this year was held on 
Tuesday and Wednesday in place of Friday 
and Saturday in accordance with recom- 
mendations of the government in regard to 
travel. Plans are being promoted now for 
holding the fall meeting of the Secretaries 
and Executive Managers of Asociations in 
the Eastern District on Monday, October 
11th, so as to enable these managers to be 
present for the two-day Tri-State Confer- 
ence. 


Baltimore “C” Men 
Told of Need for 


Insurance Surveys 


BALTIMORE: The Insurance Advisory 
Committee of the Baltimore Association of 
Credit Men has just issued a bulletin to 
the members of that Association pointing 
out the value of insurance survey espe- 
cially during a war era and the importance 
of having these surveys kept up-to-date. 
The bulletin says: 

“Insurable values are rarely static, this 
being especially true today; new hazards 
are constantly making their appearance, and 
wartime curbs and restrictions are affecting 
certain types of coverage. These are but 
a few of the things that call for the closest 
teamwork between assured and agent.” 

The Insurance Advisory Committee con- 
sists of the following men: James H. 
Cupit, Vice President of the Central of 
Baltimore, Chairman; Harry F. Ogden, 
President of the Fidelity & Guaranty Fire; 
William E. Moore, Assistant Secretary of 
the United States Fidelity & Guaranty ; and 
Chase Ridgely and G. C. Swope, insurance 
agents. 


Carney to Speak 
At Wis.-Mich. Meet 
On October 23rd 


GREEN Bay: The Wisconsin and Upper 
Michigan Credit Conference will be held 
here on October 23rd. The present plan 
calls for the general discussion of credit sub- 
jects during the afternoon with a program 
highlighted with a talk by R. W. Carney. 
of Wichita, Kansas, in the evening. It will 
be remembered that Mr. Carney was one 
of the principal speakers at the War Credit 
Congress in St. Louis. His general theme 
will be about the same as for his talk at 
the St. Louis Convention “Industry Goes 
to War”. It is expected that this confer- 
ence will draw a large attendance from the 
Wisconsin and upper Michigan Associa- 
tions. 
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Chicago A.C.M. 


ssues Directory 


Of Membership 


Chicago: The mid-summer issue of 
“Credit News” published by the Chicago 
Association of Credit Men was in the form 
of a new directory of the Association con- 
taining 64 pages and a striking cover in 
colors with the title, “Who’s Who in Credit 
and Finance in the Chicago Region.” The 
frst part of the directory is devoted to the 
names Of the officers and directors of the 
Association, the Credit Women’s Club of 
Chicago, standing committees and mem- 
bers of the Industry Groups and members. 
The second part contains the names of all 
company members, their products, credit 
manager, address and telephone number. 
It is the first directory issued by the Asso- 
ciation in three years. 





Thompson Is Honored 
By Oakland Herd 
At Good-bye Party 


OAKLAND: Kenneth S. Thompson, who 
retired on September Ist as Executive Man- 
ager of the Wholesalers Credit Association 
of Oakland to take a similar position with 
the Cleveland Association, was voted a 
life membership in the Oakland Herd. A 
silver tea and. coffee service was pre- 
sented as a token of friendship and esteem 
for Mr. and Mrs. Thompson by members 
of the Oakland Herd. Owen S. Dibbern, 
formerly Manager, Western Division, who 
is now serving as Credit Manager for 
Parafine Companies in San Francisco, was 
also enrolled as an active member of the 


Oakland Herd. 


Boston Conference to 
Feature V-Day Era 


Boston: “Planning for Business in the 
Post-War Era” is the subject of the 15th 
annual conference on Distribution which 
will be held on October 18th and 19th at 
Hotel Statler in Boston. The program is 
designed to give a general summary of 
the plans being pushed by various business 
organizations to meet the problems im- 
mediately following the end of the war. 
The sessions of the conference will be open 
to all who are interested in following eco- 
nomic trends in business. 





POSITION WANTED: Age 47, married. 18 
years’ experience as Credit Manager. 14 years 
with present connection, as district Credit Man- 
ager over five branches in Wholesale Plumbing 
and Heating Business. Necessary to muke 
change for my wife’s health. Address Box 9-B, 
Credit and Financial Management. 





Position Wanted 


Executive, Credit-Office Manager, Assistant 
Treasurer, aggressive business builder, rich back- 
8round of experience, versatile, initiative, well 
developed intuition. Analytical, loyal, accus- 
tomed to assuming responsibilities. No objection 
to defense positions, with positive postwar oppor- 
tunities. Salary, secondary to development and 
Permanency. Age, past 50, with perfect health. 
Any location. Address Box 9-A, Credit and 
Financial Management. 
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Section 722 Relief 
Filing Date, September 16th 


Treasurers and financial officers are re- 
minded that September 16th is the date set 
for filing claims for relief under Section 722 
of the Internal Revenue Code on Adjust- 
ment of Excess Profit Tax. The regula- 
tions covering this general subject may be 
obtained from the Federal printer by ask- 
ing for Title No. 26, Internal Revenue 
Code. The Commissioner of Internal Rev- 
enue has ruled that applications filed by 
the above date may be supplemented with 
detailed information at a later date. 





Government Regulations 


I'uel Administrator Ickes has announced 
the appointment of Producers Advisory 
Boards in 22 production districts. The 
new boards are established to furnish in- 
formation and advise on production and 
distribution of coal in their area. 





Those interested in price schedules 
should write to the Office of War Infor- 
mation for a copy of a pamphlet entitled 
“Subject Matter Index” giving a digest of 
interpretation of price schedules, regula- 
tions and orders issued up to June 30th. 
The Index was compiled for use of the 
OPA staff but is being made generally 
available to all interested in the OPA price 
regulation. 





Under an amendment to Regulation 19 
issued August 12th, farmers need only sub- 
mit a certificate of need at a repair shop 
to get priority on the use of its equipment 
for repairing farm machinery. The farmer’s 
order, when supported by his certificate of 
need, will be considered the same as an 
order rated AA-5. This action is part of 
the program worked out by the Office of 
Civilian Requirements to assist farmers in 
obtaining the supplies they need to increase 
food production. Farmers are also the 
beneficiaries under a plan outlined by J. 
Philip Boyd, Director of the War Produc- 
tion Board’s Lumber and Lumber Prod- 
ucts Division which makes available soft 
wood lumber for essential farm needs. 
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Omahans Join in 
"Pot Luck" Picnic 


OmMAHA: Members of the Omaha As- 
sociation of Credit Men gathered for their 
annual outing and get-together at Peony 
Park on August 21st. The picnic dinner 
was arranged in the style of an old-fash- 
ioned “Smorgasbord” with each family 
bringing a covered dish. Coffee, roasting 
ears and ice cream were supplied by the 
committee. The affair was under the 
direction of H. R. Hufford, Chairman of 
the Goodfellowship Committee, with Miss 
Henrietta Lamb as able assistant. 


Kansas City: Members of the Kansas 
City Association of Credit Men held their 
annual picnic and outing at the Hillcrest 
Country Club on August 19th. The program 
was composed of games of various sorts 
followed by dinner at 7 P. M. A large num- 
ber of prizes were presented as gifts: for 
members. 


WicuiTa: The Association’s annual pic- 
nic was held on August 17th at Deal’s 
Lake Lodge and was attended by a large 
crowd of members. 
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War Department 
Issues Manual 
on Termination 


(Continued from Page 27) 


to otherwise protect the Govern- 
ment’s financial interests. 

“The results obtained under either 
the inventory or ‘total cost methods 
described above would represent the 
indicated equitable settlement. This 
would be exclusive of subcontractors’ 
claims and costs incurred after date 
of: termination inasmuch as_ these 
costs are settled separately. In negoti- 
ating the rate the contracting officer 
will undoubtedly take into considera- 
tion the nature of the work repre- 
sented by the uncompleted portion of 
the contract. 

“In certain cases the contractors’ 
data may clearly indicate a_ loss. 
Present War Department Procure- 
ment Regulations provide that the 
contractor shall receive full reim- 
bursement for his costs applicable to 
the uncompleted portion. The settle- 

.ment must therefore take into consid- 
eration the loss incurred on the com- 
pleted units. In the total cost method 
this adjustment is made by convert- 
ing the amount of the payments made 
for completed units in the higher in- 
dicated cost and thus reducing the 
amount of the indicated equitable 
settlement by the loss on the com- 
pleted units. 


Determination of Allowable Costs 


“One of the most important as- 
pects of the proposed settlement has 
to do with the determination of 
allowable costs. This problem exists 
in a similar form whether the claim 
is presented on either a total cost or 
an inventory basis and is equally 
applicable to prime and subcontracts. 
It concerns equally the contractor who 
prepares the proposed settlement and 
the accountants who review or other- 
wise examine the settlement data. 

“It will be well to point out that 
the inclusions are properly more lib- 
eral in certain respects than is the 
case with cost-plus-a-fixed-fee con- 
tracts. This is logical because of the 
greater risk which the contractor as- 
sumes under a fixed-price contract as 
compared to the situation where there 
is a guaranteed fee above his costs. 


Credit and Financial Management . 





It should also be noted that T.D. 
5000, which is incorporated in many 
cost-plus-a-fixed-fee contracts, is in- 
applicable in the case of fixed-price 
terminations. 

“The gneral approach to the prob- 
lem of cost determination is well 
stated in the opening paragraph of 
the chapter in the Manual dealing 
with this problem, which reads as 
follows: 

“*The determination of allowable 
costs is placed in the hands of the 
contracting officer in accordance 
with the provisions of the Article. 
These provisions permit the allow- 
ance of those costs incurred which 
are incident to and necessary for 
the performance of the contract, 
are reasonable in amount and are 
stated in accordance with recog- 
nized accounting practices con- 
strued and applied in such manner 
as in the judgment of the contract- 
ing officer will carry out the pur- 
pose of the Article. It is not in- 
tended that the contractor shall be 
denied compensation for any ele- 
ment of cost fairly allowable un- 
der the general principles set forth 
in the Article, because of the 
failure specifically to enumerate 
any such element in each Article 
or herein.’ 

“Other sections of special interest 
are as follows: 

“(1) Depreciation 

“*So far as found by the 
contracting officer properly 
to be allocated to the con- 
tract, there may be included 
as an element of cost, in ac- 
cordance with recognized 
accounting practices, a rea- 
sonable allowance for de- 
preciation at appropriate 
rates based on wear and 
tear of machinery and 
equipment and similar 
facilities, including obsoles- 
cence due to such progress 
in the arts and other factors 
as are ordinarily given con- 
sideration in such rates.’ 

“(2) Special Tooling 

“Costs of special tooling 
designed, purchased, or pro- 
duced by the contractor (in- 
cluding but not limited to 
costs of special tooling of 
the type of jigs, dies, fix- 
tures, patterns and similar 
items) may be allowed to 
the extent that the contract- 


30 


‘ing’ officer finds that such 
costs, in accordance with 
recognized accounting prac- 
tices, are properly allocable 
to the contract.’ 

“(3) General Obsolescence 
““Tf the contractor has 
claimed reimbursement for 
the whole or any part of the 
cost of any machinery, 
equipment or other facility 
above, because of the loss of 
useful value occurring dur- 
ing the performance of the 
contract or arising from the 
termination of the contract 
for the convenience of the 
Government, ‘such claims, 
determined in accordance 
with recognized accounting 
practices, may be alllowed 
to the extent that the con- 
tracting officer finds that 
such facility was acquired 
for the performance of the 
contract, or the contract 
and other contracts, and the 
loss of useful value has in 
fact clearly occurred and is 
properly allocable to the 
terminated contract and pro- 
vided that the contractor 
agrees to protect and does 
protect the interest of the 

Government, in such cases 
by transfer of title to the 
Government, by stand-by 
agreement or any other 
manner judged to be ap- 
propriate by the contracting 
officer.’ 

“(4) Advertising 

“ “Advertising expense will 
not be allowed as a direct 
charge but a proper pro- 
portion of institutional ad- 
vertising expense may be in- 
cluded.’ 

“(5) Accounting 

“ ‘Accounting, legal, clerical 
and other expenses in con- 
nection with the discontinu- 

* ance and termination of the 
contract and _ subcontracts 
thereto, other than in con- 
nection with litigation of 
claims against the Govern- 
ment, may be allowed.’ 


Inventory Problem 
“One of the most serious prob- 
lems arising out of contract termina- 
tions is the problem of inventories. 
Unless disposition of the inventories 
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can be made promptly the contractor 
may, because of lack of space in his 
slant, be prevented from proceeding 
with his peacetime operations. On 
the other hand the Government must 
take such steps as will protect its in- 
rests, and avoid a situation where 
goods may be disposed of at a frac- 
ion of their value. 

“To a major extent the solution 
probably lies in the administrative 
area but the accounting aspects can- 
jot be overlooked since the values ob- 
ined or agreed upon in making dis- 
position are deducted from the gross 
amount of the proposed settlement. 
The key procedures appear to be 
somewhat as follows: 

“(1) A submission as quickly as 
possible of an accurate inventory by 
the contractor showing units, cost (or 
estimated cost), and the contractor’s 
best offer. 

“(2) Review by contracting offi- 
er and his staff of the inventory 
submitted to determine that the pro- 
posed prices are fair. 

“(3) Actual disposition based on 
above decisions in accordance with 
the contracting officer’s approval. 

“(4) Incorporation of all transac- 
tions accurately as deductions from 
the contractor’s proposed settlement. 

“The accountants area of particular 
interest extends to the accuracy with 
which the inventories are stated, in- 
duding inventory pricing when a 
priced inventory is presented, and 
determining that all credits are in- 
duded in the proposed settlement for 
ittms sold to third parties, retained 
by the contractor or scrapped. 


Audit of Prime and Subcontractor 
Settlements 


“THE terminations of contracts 

and the proposed settlements in 
connection with them involve on the 
one hand the thousands of prime 
contracts to which the Government is 
directly a party and on the other 
hand the several tiers of subcontrac- 
tors and vendors which may exist 
below the prime contractor. As a 
tesult there are two rather distinct 
types of problems which may con- 
front an individual prime or subcon- 
tractor. The prime contractor has 


his proposed settlement to the Gov- 
(fament and at the same time the 
costs presented by his subcontractors 
Which he will use as a basis for work- 
ing out settlements with them—set- 
tlments which will then become part 
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Business Thermometer 
Wholesalers ele JSiuitisllinivs itil Codi 


june 


Sales of 2,676 wholesalers rep- 
resenting most kinds of business 
throughout the country were up 
9 per cent in June 1943 over 
June 1942, according to an an- 
nouncement released today by J. C. 
Capt, Director of the Census. The 
first half of 1943 revealed sales 5 
per cent higher than those for the 
first six months of 1942, and dollar 
volume gained 6 per cent in June 
compared with the preceding month 
this year. 

This monthly study is conducted 
jointly by the National Association 
of Credit Men and the Bureau of 
the Census. Detailed figures are pre- 
sented in the following tables in sum- 
mary for the United States and, in- 
sofar as the data permit without 
disclosing individual operations, by 
geographic divisions. 

Wholesalers reported sales gains 
this June over June 1942 for 24 of 
the 35 trades shown separately in 
this survey. Among the noteworthy 
increases registered, wholesalers of 
clothing and furnishings, except 
shoes, recorded a gain of 55 per 
cent ; jewelry, 51 per cent ; dry goods, 
41 per cent ; wines and liquors, 38 per 
cent; fresh fruits and vegetables, 37 
per cent; dairy and poultry products, 
36 per cent; optical goods, 34 per 
cent ; chemicals, 33 per cent ; and con- 
fectionery, 28 per cent. More mod- 
erate advances were noted for whole- 
salers of specialty lines of groceries 
and foods, 25 per cent; full-line 
wholesalers of groceries and foods, 
24 per cent; beer and voluntary- 
group wholesalers of groceries and 
foods, each 23 per cent; leather and 
shoe findings, 17 per cent; shoes and 
other footwear, 13 per cent; and 
metals and tobacco and its products, 
each 12 per cent. Sales remained 


of his own total settlement with the 
Government. The situation of the 
first tier subcontractor is similar ex- 
cept that his own costs and settle- 
ments with his subcontractors will be 
presented to the prime contractors. 
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virtually unchanged from last year’s 
levels for general hardware, meats 
and meat products, and hardware in- 
dustrial supplies. Decreases were re- 
ported for wholesalers of paints and 
varnishes, 3 per cent; furniture and 
house furnishings, 4 per cent; ma- 
chinery, equipment, and supplies (ex- 
cept electrical), 9 per cent; plumbing 
and heating supplies, 17 per cent; 
and electrical goods, 23 per cent. 

Inventories, in terms of dollars 
based on cost values, at the close of 
June 1943 were 25 per cent lower 
than in June 1942, but only slightly 
(3 per cent) below the level of May 
this year. 

The stock-sales ratio for whole- 
salers at the end of this June was 99 
as against 243 last June. With sales 
for May 1943. Of the 32 trades for 
which stock-sales ratios are shown, 
one (petroleum) showed an increase, 
June 1943, compared with June 1942. 
Wholesalers of automotive supplies, 
with sales up 22 per cent and inven- 
tories down 18 per cent, disclosed a 
stock-sales ratio of 163 for this June 
as against 243 last June. With sales 
up 19 per cent and inventories up 6 
per cent, wholesalers of drugs and 
sundries revealed a ratio of 184 for 
June 1943 and 222 for June 1942. 
Wholesalers of lumber and building 
materials noted a 5 per cent decrease 
in sales and an 18 per cent decrease 
in inventories, with a stock-sales ratio 
of 100 for June 1943 and 112 for last 
June. Paper and its products, with 
17 per cent more dollar volume and 
12 per cent less inventory, had a 
June 1943 stock-sales ratio of 127 
and a June 1942 ratio of 169. 

Collections on accounts receivable 
were 24 per cent higher for this June 
than for June 1942. Compared with 
May, June 1943 collections were 3 
per cent larger. The collection ratio 
for June 1943 was 107; for June 
1942, 86; and for May 1943, 104. 
Accounts receivable were 17 per cent 
less as of June 1, 1943, than as of 
June 1, 1942; and at the beginning 
of this June were slightly (2 per 
cent) less than as of May 1, 1943. 
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Wholesalers’ Sales and Inventories—June 1943 


Sales—Current Month Sales—Year-to-Date Inventory—End-of-Month (At Cost) Stock-Sales Ratios, 


Percent Change Percent Change 
Kind of Business Penne =o] peace 
June June June June 
Number 1943 1943 change i Number | 1943 1943 
of firms vs. vs. June fi of ve = = me. aia ia 
rtin, June May 1943 reporting une ay u e 
a . 1942 1943 | (Add 000) 1943 (Add 000) stocks 1942 1943 | (Add 000)| 1943 | 1942 


United States ‘ + 9 + 6 | $288,833 | + 5 | $2,108,835 1,582 —25 — 3 | $162,146 99 139 


———— 


Automotive Supplies 29,448 —18 
Chemicals (industrial) 13,516 —12 
Paints and Varnishes 21,145 —12 
Clothing and Furnishings, except Shoes 23,661 —41 
Shoes and Other Footwear 100,375 
Coal 8,052 

153 , 524 

117,732 


4,038 | 163 
1,152 55 
1,301 | 151 
928 80 
4,259 56 
b b 
8,081 184 
13,966 118 
161,561 14,439 63 
Daw and Poultry Products 16,819 a 29 
Fresh Fruits and Vegetables 34,063 nH 
Farm Supplies 9,348 
Furniture and House Furnishings + 45,723 66 
Groceries and Foods, except on Products 408,218 111 
Full-line Wholesalers d j 117 
Voluntary-group Wholesalers : y 128 
Retailer-cooperative Warehouses : 103 
Specialty Lines 75 
Confectionery 46 
40 
14 
144 
58 
145 
155 
132 
113 
143 
89 
100 
127 
78 
165 
127 
74 
40 
b 
150 
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Wines and Liquors 
Liquor De ent of Other Trades e 
Total Hardware Group 

General | eee 

Industrial Su 

Plumbing an 


Lumber and Building Materials 
Machinery, Equipment and Supplies, except Electrical. 
mang Equipment and Supplies 
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Tobacco and its Products 
Leather and Shoe Findings 
Miscellancous, 


L++ 
Ba 
—Oonm 


13,869 


a These stock-sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. b Insufficient data to show separately. c Less than 0.5 percent. 
d@ Not affiliated with voluntary or cooperative groups. e Chiefly of the wholesale drug trade. 


Wholesalers’ Accounts Receivable and Collections—June 1943 


Collection Percentages* Accounts Reeeivable 


Percent change 
Kind of Business 
As of 
Number June 1943 June 1943 June 1, 
of firms vs. vs. 1943 
reporting June 1942 May 1943 (Add 000) 


United States ‘ —2 $210,191 
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Automotive Supplies 

Chemicals (industrial) 
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Clothing and Furnishings, except Shoes 
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Leather and Shoe Findings 
Miscellaneous 
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a Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 
b Less than 0.5 percent. 
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